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THE FALL IN THE VALUE OF SILVER 
AND ITS CONSEQUENCES 


|= world has had many sad lessons in the elusive and 


illusory character of monetary phenomena, but it is still 

ready to welcome new, or newly clothed, error in the firm 
conviction that it is at last taking to its breast the pure and 
shining truth. The latest phantasy of this sort is the notion that 
the fall in the gold price of silver has brought utter catastrophe 
upon the Orient, that the “‘reduction in the purchasing power”’ of 
the hundreds of millions of inhabitants of India and China has 
had cataclysmic repercussions upon foreign trade, and that unless 
“something is done for silver’ we shall have social upheaval in 
the East along with a continuation, in the Occident, of depression, 
unemployment, and profound general distress. 

The most elementary analysis of the situation would disclose 
the puerility of the ideas on which these conclusions are based. 
One might suppose, therefore, that they could be left to be slain 
by laughter. On the contrary, they seem to be gaining increasing 
credence. Governments are lending an attentive ear to alleged 
remedial measures, while the public is being subjected to a con- 
tinuous barrage of grossly distorted “fact,’* and even wilder 
opinion, designed to induce action on behalf of silver. 

So far as this propaganda emanates from silver producers, it 
will no doubt be subject to discount. But the public is much more 

* A good presentation of most of the relevant facts in the situation has, however, 
been made by H. M. Bratter in the June, 1931, issue of this Journal. 
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likely to be impressed, and misled, by the statements of men 
prominent in the mercantile or banking world, and by the solemn 
nonsense advanced by certain individuals who make pretensions 
to expert knowledge in this field. Though the present article will 
deal only in commonplaces, it may, perhaps, be presented without 
apology, on the ground that nothing is more essential in the ex- 
isting situation than a modicum of common sense. It will essay 
to show that the fall in the gold value of silver has had varied but 
not cataclysmic effects, that these effects are quite other than 
those which have been so strenuously alleged, and that the pur- 
chasing power and prosperity of the Orient are not at all depend- 
ent upon the gold-silver ratio. The argument will be set forth in a 
series of propositions. To clear the way for positive conclusions it 
will be necessary first to dispose of certain fallacies some of which, 
unfortunately, are not altogether vulgar. The early propositions 
will therefore, for the most part, be negative. 

Proposition I. There is no essential connection between the pur- 
chasing power of the monetary unit of any country and the national 
purchasing power. 

The fall in the gold value of silver is a rise in the silver value of 
gold. Gold, however, has risen in the last year or two, not only 
in terms of silver, but in terms of general commodities as well. 
Measured by the wholesale price level, gold has, in fact, been rising 
in value? at a rate which is at least comparable with that at which 
silver, similarly measured, has been falling. The alteration in the 
value ratio between silver and gold has therefore been due to a 
rising real value of gold, as well as to a falling real value of silver. 
Chart I presents the real value (purchasing power over commod- 
ities in general at wholesale) of gold and silver for the past two 
decades. During the World War it will be seen that silver was 
much more stable in real value than was gold. In the year 1931 
gold has continued to rise in real value, while the fall in the real 
value of silver has been at least temporarily checked. The gold 
.  * Whenever the word value is used in this article without the qualifying word 

“gold” or “‘silver,” it will mean general commodity value, i.e., purchasing power 


over commodities in general. The word price used without any qualifying word will, 
on the other hand, mean gold price. 
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price of silver (silver price of gold) is a function of the separate 
movements in the real value of the two metals. 

If the fall in the gold, and commodity, value of silver has dealt 
a crippling blow to the purchasing power and prosperity of silver- 
standard countries, it would seem inevitable that the rise in the 
silver, and commodity, value of gold must, in similar degree, have 
greatly enhanced the purchasing power and prosperity of the 


CHART I 
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gold-standard world. If this has happened, it has been effectually 
concealed from the eyes of most observers. The fact is, of course, 
that a rise in the commodity value of money is a fall in the money 
value of real wealth and income;’ and conversely, a fall in the 
commodity value of money is a rise in the money value of real 
wealth and income. So far as national prosperity and purchasing 
power are concerned, neither of these phenomena is per se of any 
consequence, though either will affect the distribution of wealth 
(and income) according as individuals have property in goods or 
in money and owe or own fixed pecuniary obligations. Disregard- 


3 Exception should be made of such wealth as consists of money material in 
coined or uncoined form. 
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ing changes in distribution of wealth as irrelevant, it may be said 
that national prosperity and purchasing power are dependent, 
not upon the value of the monetary unit, nor even upon the value 
of the total stock of money in a country,‘ but upon commodity 
wealth, productivity, and advantageous interchange of products. 

The rapid rise in the purchasing power of the monetary unit, 
and of a given total stock of money, in this and other gold-stand- 
ard countries in the course of the past two years, has therefore 
affected national prosperity and purchasing power only in the 
degree that it has influenced commodity wealth, production, and 
exchange. The same is true of the still more rapid fall in the pur- 
chasing power (over gold, at any rate) of monetary units, and of a 
given total stock of silver, in silver-standard countries. It will 
presently appear that a rise in the general commodity value of 
the monetary unit (and of a given total stock of money) has dis- 
tinctly adverse effects upon production, with unpredictable, but 
normally slight, effects upon the rate of interchange of products 
with countries on other monetary standards. Conversely, a fall 
in the commodity value of the monetary unit (and of a given 
total stock of money) exerts a benign influence on production, 
and an unpredictable, but normally slight, influence upon the rate 
of interchange of products with countries on other standards. 
There is, therefore, a marked presumption in favor of the view 
that the fall in the value of silver has been beneficial to China 
rather than the reverse. Before this conclusion can be definitively 
drawn, however, a closer examination of the whole situation is 
essential. This examination will be made in the development of 
the propositions immediately following. 

Proposition II. A rise in the vaiue of the monetary unit (meas- 
ured in commodities) is a deterrent to business enterprise, tending to 
retard production, to diminish real income, and to reduce prosperity. 
A fall in the value of the monetary unit has just the opposite effects. 

It is hardly necessary to labor this point. Periods of sharp de- 
pression are to some extent induced, and nearly always accom- 
panied, by a rising value of money; whereas prosperity and a de- 

4 The effects of changes in the value of silver stocks will be discussed in detail 
under Proposition V. 
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clining value of money go hand in hand. It is when money rises 
in value (prices fall) that the cry of ruin normally rends the air, 
and it is when money falls in value (prices rise) that everything 
looks rosy. There are compensating factors in both cases, into 
which it is not worth while here to enter; but there is surely no 
cogent evidence for the notion that a rising value of money in- 
duces general prosperity or that a declining value of money does 
not. 

The fact is that the decline in the commodity, as well as in the 
gold, value of silver in the past two years has diverted from silver- 
standard countries the chilling grasp of depression which has af- 
flicted the gold-standard world. The tendency for prices to rise 
in silver-standard countries (a tendency which has accompanied 
the fall in the gold value of silver and been the expression of its 
declining commodity value) has produced effects just the opposite 
of those which falling prices in gold-standard countries have 
brought to the Western world. So far as the monetary factor is 
concerned, China has had a stimulus which is in strong contrast 
to the drag which falling gold prices have elsewhere laid on busi- 
ness. War and famine have largely neutralized its influence; but 
conditions in China would surely have been worse if this stimulus 
had not been present or had been supplanted by the opiate of a 
falling price level. 

Proposition III. Fluctuations in the value of silver, whether these 
be measured in gold or in general purchasing power, have no effect 
upon the value of silver monetary units, such as the rupee in India, 
where free coinage of silver has been abandoned. 

The only important country now using a free-silver standard 
is China. The gold value of the silver coins used in China varies 
directly with the gold value of silver bullion; but the gold value 
of the silver coins used in India, the Philippines, and other silver- 
using gold-exchange-standard countries is in no way dependent 
upon their silver content. Such coins are in precisely the same 

5 This is, of course, not always the case. Sometimes, under inconvertible paper 
monetary standards, prices rise so fast as to proceed through stimulation to intoxica- 
tion and even to delirium. Production is then likely to suffer gravely. But this does 


not occur under metallic monetary standards unless they are continuously debased 
by governmental action; and it is, in any event, very exceptional. 
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position as our own silver dollar, which is worth 23.22 grains of 
gold regardless of the gold value of the silver contained therein. 
Even if it were true, as it is not, that national purchasing power 
were dependent upon the value of the monetary unit, there would 
therefore be no necessary alteration in the purchasing power of 
India, or of other countries with similar monetary standards, as 
a result of a decline in the gold value of silver. The silver and 
general commodity value of the rupee, and similar gold-exchange- 
standard units, is tied to gold and not to silver. When silver falls 
in gold value, it also falls in value in terms of rupees, Philippine 
pesos, and other coins of this type. The purchasing power of such 
monetary units, both internally and over foreign exchange, is 
identical with that of a fixed quantity of gold. Whatever mone- 
tary and economic effects a shift in the value ratio of silver to 
gold may have, it is therefore fallacious to put India and China in 
the same category. In popular discussion, however, this is done 
again and again. After the effects of a changing value of stocks 
of silver have been discussed (Proposition V), China is really the 
only country which need be considered on the silver side of the 
two monetary metals. In no other important country is the mone- 
tary standard affected by the value or price of silver. 

It is frequently alleged that the natives of India are prone to 
turn rupees into bar silver whenever the gold price of silver falls, 
that this turning-in of rupees adds to the Indian Treasury’s sup- 
ply of silver, that this silver is then sold, and that the price of sil- 
ver is, in consequence, still further depressed. At the present 
price of silver the rupee will buy about three times its own weight 
in silver bullion. The American silver dollar will do even better 
in multiplying its own weight. Yet there is no rush to turn in 
silver dollars. The fact is, of course, that both the rupee and the 
silver dollar have a gold purchasing power, or value, which varies 
relatively to their silver content in precise inverse proportion 
with the shifts in the gold value of silver. There is, consequently, 
no object whatever in turning in either of these coins for redemp- 
tion in silver bullion.* They will each purchase the same amount 

6 The recent increase in the Indian Treasury’s holdings of rupees is to be ex- 


plained by the fall of general commodity prices in gold rather than by the fall in the 
price of silver. See below, p. 435 n. 
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of silver bullion in the market as they will at the mint, and they 
will each buy as many commodities as will the silver bullion of 
several times their own weight for which they may each be ex- 
changed. Moreover, even if rupees were turned in to the Indian 
Treasury for the purpose of acquiring silver bullion, silver would 
be withdrawn from the market, in the acquisition of hoards of 
bullion, to an amount several times as great as the increment to 
the supply of bar silver which might possibly arise from the sale 
of the redeemed rupees. The operation would therefore tend to 
raise rather than lower the gold price of silver. 

Proposition IV. Silver-standard countries do not ordinarily pur- 
chase foreign commodities, directly or indirectly, with silver, but 
rather with the gold-exchange proceeds of their exports. The gold 
value of silver has therefore no bearing on the ability of those countries 
to purchase in foreign markets. The latter will depend upon the 
volume of commodity exports and on the gold prices obtained there- 
for. 

The failure to understand this elementary proposition has been 
responsible for an amazing mass of misconception. The assumed 
and alleged decline in Chinese purchasing power in foreign mar- 
kets has been freely cited as a major factor in the depressed state 
of business in gold-standard countries. If the “experts” who ad- 
vance this view had taken the trouble to look even casually into 
trade statistics, they would have discovered one or two wicked 
little facts which would have laid their cherished fancies very low 
indeed. 

The first fact would have been that, despite the fall in the value 
of silver, China’s commodity imports have been higher than ever 
before. The present downward movement in silver began in the 
middle of 1928. For the full year 1928 the index of the physical 
quantity of Chinese imports reached a maximum.’ Figures for 
Chinese total trade are not available for 1930, but statistics on the 
trade of China with the United States are at hand. In 1929 and 
1930 Chinese imports from the United States were somewhat 

7Cf. Franklin L. Ho, Index Numbers of the Quantities and Prices of Imports and 


Exports and of the Barter Terms of Trade in China, 1867-1928 (Chihli Press, Tientsin: 
Nankai University Committee on Social and Economic Research, 1930), p. 24. 
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lower than those of the peak year 1928, but were much above 
those of any previous year. The assumption that Chinese pur- 
chasing power has been ruined by the fall in the price and value 
of silver, and that China’s inability to purchase in gold-standard 
countries is responsible for the depression there prevailing, re- 
ceives very little support from facts of this sort. The gold value of 
China’s purchases abroad has indeed fallen. But this is still more 
true of gold-standard countries in their purchases from each other. 
In China’s case, the fall in gold values is predominantly due to the 
fall in gold prices. In the case of most other countries, however, 
the physical volume of imports, as well as their gold value, has 
suffered a marked relapse. In other words, the ability to pur- 
chase foreign goods, so far at least as it is reflected in actual pur- 
chases, has been rising in China, relatively to other countries, as 
silver has fallen in gold value. There is nothing mysterious about 
this when it is remembered that international trade is fundamen- 
tally a barter trade in which goods are purchased with goods, and 
that the fall in the commodity value of silver has tended to en- 
large production in China while the rise in the commodity value 
of gold has tended to diminish production in the Occident. 

The recession in the past two years in the physical volume, as 
well as in the gold value, of the foreign trade of most gold-stand- 
ard countries is too well-known a fact to require statistical cor- 
roboration here. It will therefore be sufficient, in support of the 
statements just made, to present figures on the trade between 
China and the United States. Table I gives index numbers of the 
physical volume of Chinese—United States trade, including prac- 
tically all commodities of any importance entering either way into 
the commerce between the two countries concerned.’ The per- 
centage ratio (by quantities) of Chinese imports from the United 
States to United States imports from China appears in column 3. 
If the gold-silver ratio were determinative of purchasing power, 
one would expect Chinese imports from the United States in re- 
cent years to be low in response to the low gold value of silver and, 
conversely, United States’ imports from China to be high in re- 


§ The list of commodities used in the preparation of the index will be supplied 
by the writer on request. 
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sponse to the high silver value of gold. The facts are not only that 
the absolute volume of Chinese imports from the United States 
has been high during the whole period of the latest decline in the 
gold value of silver (1928 onward) but that the ratio of Chinese 
imports from the United States to United States imports from 
China has also been high throughout this period. The ratio in 
1930, when the fall in the price of silver was sharpest, was higher 


TABLE I 
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than in 1929 but not so high as in 1928. Further than this the 
ratio fell in 1927 when the gold value of silver was tending up- 
ward; while in 1926, at the time of an earlier steep drop in silver 
prices, it advanced very greatly as compared with the preceding 
year. (See Chart II for the movement in the gold price of silver.) 

The absolute volume of Chinese purchases in foreign countries 
is, in very large measure of course, conditioned by foreign pur- 
chases in China;? but ploughshares have not rusted or factory 
wheels ceased to turn in this country because the Chinese were 
not buying our products. On the contrary, Chinese buying has 
been so well sustained as to have been one of the bright spots in a 


* This is, of course, true of all countries to the predominating degree that im- 
ports are paid for out of the proceeds of exports. 
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gloomy situation. Any absolute decline which has taken place in 
Chinese imports from this country is to be attributed rather to 
our failure to buy from them than to the fall in the gold-silver 
ratio. 

The second fact which might have surprised the “experts,” and 
which is completely subversive of their theories, is a corollary of 
the first. China is a consistent net importer of silver. In the last 
three years the Chinese have been taking silver in greatly in- 
creased volume.” Since the Chinese steadily import silver, on 
balance, they must clearly pay for this silver, as well as all their 
other imports, with foreign credits obtained as the proceeds of 
commodity exports or in any one of several additional ways other 
than the export of silver. Since they neither use silver directly to 
purchase foreign commodities nor, on balance, sell silver abroad to 
acquire foreign exchange, their purchasing power in foreign mar- 
kets is clearly subject to no necessary diminution as a result of the 
decline in the gold value of silver. Chinese exchange against gold- 
standard countries moves, of course, in correspondence with the 
gold value of silver. Commodities imported into China will con- 
sequently tend to be higher in silver price than they would have 
been if silver had remained stable in gold value. But so will com- 
modities exported from China, for these will be sold at the same 
gold prices as similar commodities produced in the gold-standard 
world. The price ramifications of a shift in the gold-silver ratio 
are complex and will be taken up in greater detail when positive 
propositions are being developed. It is enough here to say that 
there is no prima facie reason for supposing that the national pur- 
chasing power of the Chinese over foreign commodities is in the 
slightest degree adversely affected by a fall in the gold price of 
silver. A given volume of imports will have a higher silver value; 
but this will be matched by the higher silver value of exports the 
gold proceeds of which are employed to finance the purchase of 
imported commodities. 

* According to estimates by Mr. Joseph Kitchin, China’s net imports of silver 
have amounted to about 130 million ounces yearly for the past three years (1928- 
30), as compared with a yearly net import of 73 million ounces for the preceding 


three-year period. Cf. Economist, CXII, No. 4570 (London, March 28, 1930), 661- 
63. 
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So far as Chinese domestic purchasing power is concerned, the 
commodity value of silver money within the country will not 
immediately fall in anything like the same degree as the decline 
in the gold value of silver or Chinese exchange. In other words, 
the Chinese price level will not immediately reflect the fall in the 
gold, or even in the commodity, value of silver in the Occident. 
Even if it did, however, it will be clear from Proposition I that 
this would stimulate real purchasing power (along with produc- 
tion) rather than exert any depressing effect. With a given or in- 
creased volume of exchanges against money, prices cannot rise 
unless total monetary purchasing power is augmented by an addi- 
tion to the supply of money or by an increase in the rate of its 
turnover. It is therefore even more foolish to say that monetary 
purchasing power, taken as a whole, has diminished along with a 
fall in the value of the monetary unit (rising prices) than it is to 
say that commodity purchasing power in general has so dimin- 
ished. 

Proposition V. A decline in the gold value of stocks of silver 
money under a free-silver standard, and of stocks of silver bullion 
under any standard, is a matter of comparatively little consequence 
to national prosperity. 

It should first again be pointed out that, where free coinage of 
silver has been abandoned, the gold value of a given stock of silver 
money, is, so long as it remains money, unaffected by downward 
fluctuations in the gold value of silver. The gold value of a given 
stock of Indian rupees, for instance, is precisely the same when 
silver sells for twenty-five cents an ounce as when it sells for a 
dollar. That part of the world’s stock of silver which is used as 
the material for gold-exchange-standard currencies is therefore 
out of the picture when the effect of a declining gold price of silver 
on the value of stocks of the latter metal is under consideration." 
This is also true of all silver in the form of subsidiary coinage in 
other than free-silver-standard countries. 

™ The divorce of the value of this silver from that of the money’s silver content 
remains valid, of course, only so long as it is kept in the monetary form. The rupee 
is affected by a shift in the gold price of silver in precisely the same way as the 


value of a greenback dollar is affected by a change in the price of paper. As paper 
it may be worth less than before; but who would want to use it as paper? Rupees 
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The putative gold value of the stock of silver money in coun- 
tries with a free-silver standard such as China, however, and the 
putative gold value of stocks of silver, anywhere, in a form other 
than a gold-exchange-standard currency or subsidiary coinage in 
non-free-silver-standard areas, move pari passu with fluctuations 
in the value ratio between gold and silver. When silver bullion 
falls in gold price, these values (measured in gold) will fall with it. 
This is, however, not a matter about which there should be any 
consternation. So far as the fall in the gold value of silver is due 
to a rising commodity value of gold, the commodity purchasing 
power of silver stocks will be unaffected. But even if the com- 
modity, as well as the gold, value of silver is falling, the effect does 
not differ from that of a shift in price relationships between other 
commodities. National purchasing power and prosperity are not 
necessarily affected. The gold and commodity value of silver 
stocks has recently fallen. The obverse of this is that the silver 
value of all other forms of wealth and income has tended to rise. 
Real national wealth and income, however, measured in the capac- 
ity to satisfy wants, have not necessarily been changed one iota. 

In contrast with silver, the commodity (and silver) value of 
gold money and bullion has of late been rising. A given stock of 
gold, whether in the form of money or in plate, watch cases, or 
any other industrial use, has undergone an enhancement of value. 
This has not markedly improved national purchasing power, or 
national wealth, income, or prosperity. It is poor consolation for 
the employer who cannot meet expenses out of the lowered sale 
price of his products, or for the employee without a job, to re- 
member that his gold watch case, and even tooth fillings, are 
worth more than they were a year or two ago! Money and the 
money material is but a small fraction of the total wealth of a 
country; and there is, in any case, nothing to be said for a shift in 
the value relationship between the money material and other 
forms of wealth except as business is stimulated or retarded there- 
by. A rise in the commodity value of monetary stocks, or stocks 


are turned in to the Indian Treasury when the commodity value of gold rises (gold 
prices fall) just as Federal Reserve notes tend to be returned to the Federal Reserve 
banks in this country under similar conditions. Neither phenomenon has anything 
whatever to do with the gold price of silver. 
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of the monetary material, is far from being a subject of congratu- 
lation; or a fall, a subject of despair. Purchasing power and pros- 
perity issue out of real income, including the income from real, as 
opposed to monetary, wealth; and this real income is conditioned 
by the efficiency and constancy with which production is carried 
on. To imagine that wealth and prosperity are dependent upon 
the value of national stocks of gold or silver is to indulge the 
crudest of mercantilistic fallacies. 

Just as the prosperity of the Western world has failed to cor- 
relate with the rise in the total value of its stocks of gold (whether 
in the monetary or other form), so the Orient has not suffered 
greatly from the fall in the value of its stocks of silver. If business 
is good, it makes little difference to the prosperity of the Oriental 
that his silver tea service, or the bangles with which his wife 
adorns herself, are not worth as much in gold, or in general com- 
modities, as they were a year ago. 

It is of course true that, if an individual hoarder of gold should 
at the present time desire to turn his hoards into commodities or 
silver, he would be able to show a gain from his hoarding, and that 
a hoarder of silver who desired to translate his holdings into gold 
or commodities would have lost. So far as gold or silver is trans- 
ferred within the confines of one nation, however, the national 
interest is not affected. One national loses what the other gains, 
and vice versa. On the other hand, so far as one nation, or group 
of nations, holds a preponderant supply of silver which declines 
in gold, or general commodity, value, while another nation, or 
group of nations, holds a preponderant supply of gold which rises, 
the first nation, or group, would lose on its holdings in so far as 
they were transferred abroad in exchange for goods, and the sec- 
ond nation, or group, would gain. Even at the gold-silver ratio 
prevailing prior to the present fall in the price of silver, India, 
however, holds, in gold hoards, a larger value than it does in silver 
hoards. Whatever has happened, or may happen, to the silver 

" At the average gold price of silver in 1928 the estimated silver hoards in India 
at the end of 1929 were worth $2,660,000,000. The estimated gold hoards amounted 
to the equivalent of $3,080,000,000. India now tends to absorb annually a greater 


value of gold than silver. Cf. United States Bureau of Foreign and Domestic Com- 
merce, Trade Information Bulletin, No. 457, pp. 1, 3- 





438 FRANK D. GRAHAM 


value of gold, India is therefore “hedged” against loss unless the 
value of both metals falls at the same time. On the other hand, 
China holds little gold. In both cases, however, silver is persist- 
ently imported on balance, so that any potential national loss in 
the export of hoards of silver for the purpose of conversion into 
commodity imports is entirely avoided. The effect of a fluctuating 
gold value of silver is precisely the same as that of the fluctuating 
gold value of the diamonds in which part of the hoards of the 
Western world are held. The capital value varies, but the income 
(in satisfactions) is presumably maintained.” Fluctuations in 
capital value are relevant only if the principal is sold, and India 
and China do not sell their silver principal. Just as we should not 
think of measuring prosperity by changes in the capital value of 
hoarded diamonds, so we should not suppose that it can be meas- 
ured by changes in the capital value of hoarded silver. At most, 
the “‘loss” from a decline in the value of silver hoards would be 
equivalent to a “loss” in the capital value of, say, houses or furni- 
ture which a shift in demand has made obsolete. Properly enough, 
we do not regard this “loss” as a criterion of national prosperity, 
even if the obsolete equipment is sold to foreigners for less than it 
may have been worth just prior to the shift in demand. 

The fall in the gold and commodity value of silver, moreover, 
far from leading to sales of silver to foreigners, augments the 
strength of the tendency toward import of silver into a free-silver- 
standard country such as China. This matter will presently he 
treated more fully. For the moment, it will be sufficient to state 
that silver, like other commodities, will seek the best market, and 
that, whenever silver bullion falls in value, silver will move in 
larger volume into the monetary use in China where its value will, 
for some considerable time, remain relatively high. There is, 
therefore, no probability that China will sustain a loss through 
the regurgitation of silver which is declining in value. 

Proposition VI. In view of the fact that oriental countries are 
net importers of silver, and are not important producers thereof, 

8 This statement is to be somewhat modified in so far as such goods are desired 


because they are valuable rather than because they serve any physical or ordinary 
psychological need. 
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they are rather more likely on this account to benefit than to suffer 
from a fall in the value of silver. 

It is the producers of silver who will be most hurt by the de- 
cline in its gold and commodity value. Silver-producing countries 
will have their purchasing power in foreign markets curtailed in 
the degree in which silver mining enters into their total economic 
activity.“ Consumers of silver, on the other hand, will obtain a 
given supply for much less effort in the production of the ex- 
portable goods which will be used to purchase their import of 
silver. So far as China is concerned, this is a matter of no great 
significance since, so long as the Chinese retain a free-silver stand- 
ard, they will be impelled to import additional supplies of mone- 
tary silver in fairly even inverse ratio with the change in the long- 
run value of the white metal. The larger supply of money will be 
of no permanent value to them; it will simply raise prices (relative 
to world-prices in gold at any rate) to the level which will cor- 
respond with the gold value of silver bullion. The process of 
transition to a higher price level may be not unpleasant; but the 
higher price level itself, and the enlarged monetary stocks through 
which it is attained, will confer no benefit upon the nation. China 
may, indeed lose somewhat through being forced to employ an 
increased supply of silver to carry on a given volume of trade. 
But India, with a gold-exchange standard,"’ will not increase its 
use of monetary silver as silver falls in value. The number of 
rupees which can be circulated without endangering the standard 
depends upon the commodity value of gold and has nothing to do 
with the gold or commodity value of silver. If general production 


“4 India produces a small quantity of silver but imports much more. China pro- 
duces none. The decline in the purchasing power of countries which are net ex- 
porters of silver will be proportionate to the fall in the gold price of silver relative 
to the fall in the gold prices of imported commodities. This loss is neither greater 
nor less than the similar loss of producers and exporters of any other commodity, 
such as wheat, which has fallen in gold value in greater degree than have commod- 
ities in general. 

*s Strictly speaking, India’s currency is a sterling-exchange standard. This is 
said in spite of the fact that the recent currency reform is alleged to have put a gold- 
bullion standard into effect. So long, however, as sterling is a gold currency, India’s 
currency is based on gold, regardless of the technical features of conversion. So 
far as its money is concerned, India is in precisely the same position, with respect 
to a change in the gold-silver ratio, as any occidental gold-standard country. 
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in India so increases, that more silver currency, even on the ex- 
isting gold basis, is required, India will benefit through a fall in 
the value of silver since it will then be able to obtain its (silver) 
monetary material on better terms.* This applies also to silver 
for use in the subsidiary coinage of other countries and in the arts. 

Proposition VII. The recent monetary reform in India has not 
greatly affected the supply of, or the long-time market for, silver. 

India has not been on a free-silver standard since 1893. For 
most of the period between that date and the present a sterling- 
exchange standard has been in operation. There have been oc- 
casional aberrations” but never a return to a free-silver standard. 
Rupees have ordinarily been exchangeable against sterling at fixed 
rates. Until recently there was, however, no /egal obligation to 
provide sterling or gold against rupees, as there was to provide 
rupees against gold. The latest reform has established this legal 
obligation. The principal additional provision of the reform is the 
building-up of a gold reserve in India in lieu of the former silver 
reserve. The actual circulating currency in India remains as be- 
fore. The net change in the demand for monetary metals comes 
solely from the shifting of silver reserves into the gold form. While 
this has, no doubt, had considerable bearing on the fall in the 
gold price of silver (or, shall we say, on the rise in the silver price 
of gold?), the Indian Treasury’s sales of silver will not continue 
indefinitely; nor do they constitute an overwhelming proportion 
of the available supplies of the white metal. India will still con- 
tinue to use substantially the same large stock of silver in the 
monetary form as it has hitherto. Since India has been importing 
silver, on balance, during the whole period during which the 
Treasury sales have been going on, those sales have been, in 
effect, a transfer of silver from the Indian Treasury to the popula- 
tion of India at large." 

© There is, however, a strong probability that India will use an increasing volume 
of paper rather than silver currency. 

7 During the periods of aberration the standard has been a rupee standard, with 
the rupee worth neither the value of its silver content nor a fixed sum in sterling 
currency. Mexico possesses an analogous standard at the present time. Such stand- 
ards are in no way tied to the value or price of silver. 


% The sales of silver by the Indian government during the years 1927-30, in- 
clusive, have amounted to 98 million ounces, or 9.6 per cent of the total increment to 
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It should be noted, however, that as more and more countries 
abandon the free-silver standard the fluctuations in the gold price, 
or the commodity value, of silver are certain to increase. This is 
true whether or not they continue to use silver as the ordinary 
circulating medium. The reason for the greater mobility in the 
price of silver as free-silver standards are given up is that an auto- 
matic check on price fluctuations is thereby removed. Where 
free-silver standards are in operation, there is a practically in- 
evitable enlargement of silver monetary stocks when the value of 
silver bullion falls, since it will then be profitable to take silver to 
the mints. The increase in monetary stocks, which proceeds in 
something approaching strict proportionality with the extent of 
the decline in the value of silver bullion, sets an early limit on 
the downward movement. Similarly, an upward movement in 
the value of silver bullion tends to be checked by the withdrawal 
of silver from the monetary use as prices fall in correspondence 
with the rising value of silver. 

On the other hand, there is no tendency to increase the number 
of silver token or subsidiary coins in gold-standard or gold- 
exchange-standard countries as silver falls in value. Nor is there 
any tendency to melt them down when silver rises, until, at any 
rate, the margin between their monetary and bullion value is wiped 
out. The amount of silver used in gold-exchange-standard coun- 
tries with a silver-token circulating medium, and for subsidiary 
coinage in other countries, depends, in fact, entirely on the value 
of gold and is not conditioned in any way by the value of silver. 
As gold rises in value (commodity prices fall) there is a tendency 
to use relatively fewer token and subsidiary coins. A rising value 
of gold, under existing monetary conditions, therefore tends to 
induce a falling value of silver. It thus doubly affects the gold- 
silver ratio. 

The abandonment of free-silver standards has had an effect in 


world-supply during the corresponding period. The average yearly sales have been 
only about one-half of 1 per cent of the estimated total holdings of silver in India 
and have been far from balancing India’s imports of silver in these years. It is true, 
however, that India’s net absorption of silver from the outside world has not been 
as large as usual while these sales have been going on. Cf. Economist, CXII, No. 
4570 (London, March 28, 1931), 662; and Trade Information Bulletin, No. 457, 


PP. 1, 3- 
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increasing the fluctuations in the value of silver almost as great 
as the abandonment of bimetallism had upon the gold-silver ratio. 
So long as China remains on a free-silver standard, however, a 
stabilizing influence on the value of silver is still present. It works 
more slowly than it would if other nations were associated with 
China in the use of silver as a monetary standard, but it never- 
theless works. If China abandons the silver standard, we may 
well look forward to greater fluctuations in both the gold and 
general commodity value of silver. The checks on the movement 
of silver prices would then be the same as those for any other 
purely commercial commodity; and, since the demand for silver 
for ornament or display is likely to fall off very greatly in periods 
of widespread business depression when general prices are nor- 
mally falling in any case, and to increase very largely in periods 
of busifiess boom when general prices are normally rising, we may, 
in the absence of special stabilizing measures, expect a much 
more mercurial price movement for silver. 

Proposition VIII. A stable gold price of silver might be distinctly 
disadvantageous to silver-standard countries. 

The Western world, having generally adopted the gold stand- 
ard, imagines that every change in the gold price of silver is 
evidence of instability in the value of the latter metal. The fact 
is, of course, that the value of gold is as variable as that of silver 
and, in the last two decades, has been considerably the more un- 
stable of the two. (See Chart I.) Stability in the gold price of 
silver would, of course, give stability to exchange rates between 
China and gold-standard countries. But stability of exchange 
rates can be bought at too high a price. Of more importance is 
stability of internal prices or, at any rate, a freedom from a falling 
tendency. If gold prices are destined to show a downward trend 
in the years to come a very good argument might be made for 
the desirability of retention of a silver standard by China. It is, 
of course, true that stability of exchange rates is better than no 
stability at all, that a free-silver standard is no guaranty of sta- 
bility of prices, and that such a standard makes fluctuations in 
exchange rates on the gold-standard world practically certain. 
The fact remains, however, that in the past two years the silver 
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prices of many commodities on both the Chinese export and im- 
port list, as well as those of purely domestic Chinese products, 
have been much more stable than their gold prices. Wherever, in 
this period of declining gold prices, the gold price of any com- 
modity has fallen in the same degree as has the gold price of 
silver, there is, of course, the high probability of an unchanged 
silver price for that commodity. This has happened in substantial 
measure in the case of many foodstuffs and raw materials, whether 
of agricultural or other origin. It is doubtful whether, over the 
whole range of commodities ordinarily bought and sold in material 
amounts in China, silver prices have not been more stable than 
have gold prices in Western countries. This is, no doubt, more or 
less fortuitous; but, if it could be shown that gold prices are likely 
to follow a downward trend indefinitely, the case for the abandon- 
ment by the Chinese of a free-silver standard would be greatly 
weakened or perhaps completely invalidated. A falling exchange 
value of a currency, if an evil, is certainly an evil of a very much 
lower order of magnitude than a rising commodity value for that 
currency. 


The statement of the foregoing more or less negative proposi- 
tions has cleared the way for a discussion of the actual effects of 
the recent shift in the gold-silver ratio. These will be developed 
in a series of positive propositions in continuation of those already 
laid down. 

Proposition IX. A change in the gold value of silver, with its 
concomitant alteration of silver-standard exchange rates on gold- 
standard countries, effects with practical immediacy a proportionate 
shift in the relation between the silver and the gold price of all com- 
modities capable of accurate grading and standardization, provided 
they have an international market. 

If the gold prices of staple commodities with an international 
market are regarded as basic, and are stable, their silver prices 
will rise almost overnight in response to a fall in the gold price of 
silver. Exports and imports are both affected. So far as exports 
and imports of this type cancel one another, the effect of the 
movement of exchange rates on national purchasing power, wheth- 
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er from China outward or from the rest of the world inward to 
China, is clearly nil. The shift in the relationship of gold and 
silver prices simply neutralizes the shift in the gold price of silver. 
The bulk of China’s exports and imports are of the type here 
described. 

Proposition X. Commodities which enter into international trade 
but which are not capable of accurate grading or standardization will 
show varying responses to a shift in the gold-silver ratio. The net 
result on relative national purchasing powers is more or less for- 
tuitous. 

Specialty products tend to show a sluggish price movement in 
the currency of the country of origin. Specialties of gold-standard 
countries will therefore tend, for a time at any rate, to maintain 
their gold prices, and specialties of silver-standard countries their 
silver prices, regardless of fluctuations in the gold-silver ratio. 
When the gold price of silver falls, the gold prices of specialties 
are likely to remain unchanged, or to fall, and their silver prices 
are likely to rise, or to remain unchanged, according as they are 
produced respectively in gold- or in silver-standard countries. 
This will diminish the foreign purchasing power of silver-standard 
countries, and will increase the purchasing power of gold-standard 
countries in China, so far as such goods are concerned. It is here 
that there is an element of truth in the notion that a fall in the 
gold price of silver is injurious to silver-standard countries. On 
the other hand, if China were a very important market for a com- 
modity with an elastic demand and inelastic supply, the immedi- 
ate rise in its silver price might so reduce Chinese purchases as to 
lead to subsequent reductions in the gold price sufficient to bring 
its silver price to the level prevailing before the shift in the gold- 
silver ratio. Since the gold proceeds of most of the Chinese ex- 
ports will tend to remain unchanged, and their silver proceeds be 
increased, this means that the Chinese would be obtaining an im- 
port of the character just described at a lower real cost than before 
the downward fluctuation in the gold price of silver. It is possible 
that refined kerosene oil, even though it is a gradable product of 
international use, may, because of the importance of the Chinese 
market, be in this class of goods. Contrariwise, if China were a 
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dominant producer of an export specialty of inelastic demand, the 
unchanged silver price, and the lower gold price, consequent on 
the fall in the gold price of silver, would not so increase foreign 
purchases as to lead to a subsequent price adjustment in propor- 
tion to the new value of silver. The real cost of such a product to 
the importing gold-standard countries would then continue low. 
On this product China would thus be a loser through the fall in 
the gold price of silver. There do not, however, seem to be any 
important products of this type in the Chinese list of exports. In 
all the cases treated under this proposition, the price dislocations 
would tend gradually to disappear, and prices would tend to as- 
sume the position consonant with the new gold-silver ratio. 

In sum it may be said that a silver-standard country, after a 
fall in the gold value of silver, is unlikely to experience any ad- 
verse alteration in the rate at which most of its exports exchange 
for most of its imports, that on some specialties there will probably 
be an ephemeral tendency toward loss, but that special condi- 
tions of supply and demand may throw the burden of adjustment 
in either direction. 

The relation between the price movements of Chinese imported 
and exported commodities will show the actual alteration in the 
terms of interchange of products; but any shift that appears may 
or may not be due to the fall in the gold price of silver. China is 
predominantly an exporter of foodstuffs and raw materials, while 
manufactured goods weight the import list heavily. Prices of 
foodstuffs and raw materials have in the past two years fallen 
relatively farther than those of manufactured commodities; the 
terms of trade have therefore moved against all countries which 
are typically producers of primary and importers of secondary 
goods, whether they are on a gold, a silver, or any other standard. 
The influence of the fall in the gold value of silver can be approxi- 
mately gauged only by a comparison of the import-export ratio 
of China with that of a gold-standard country which is also pre- 
dominantly an exporter of primary and importer of secondary 
goods. For both exports and imports, the goods, while of the same 


** Whether prices are expressed in silver or gold makes no difference provided 
both import and export prices are expressed in the same metal. 
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TABLE II 


GoLp Price oF SILVER COMPARED WITH INDEX NUMBERS 
OF ExpoRT AND Import PRICES IN SHANGHAI* 
(Monthly Average, July, 1925—December, 1930) 








Monthly Averages 
of Daily Price of 
Silver in New 
York (Cents per 
Fine Ounce) 


Index Number of 
Export Prices in 
Shanghai 
(February, 
1913 = 100) 


Index Number of 
Import Prices in 
Shanghai 
(February, 
1913 =100) 


Index Number of 
Export Prices 
Relative to Index 
Number of Import 
Prices 
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* Sources: (1) price of silver from Standard Statistics; (2) index numbers of export and import 
prices in Shanghai from The Shanghai Market Prices Report (Shanghai, China: National Tariff Com- 
mission, 1926-30), passim. 
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THE FALL IN THE VALUE OF SILVER 








Monthly Averages 
of Daily Price of 
Silver in New 
York (Cents 

Fine Ounce 


Index Number of 
Export Prices in 
Shanghai 
(February, 
1913 = 100) 


Index Number of 
Import Prices in 
Shanghai 
(February, 
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Export Prices 
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general type, should of course not be identical, since it might then 
be claimed that the fall in the price of silver was affecting prices 
in the gold-standard as well as in the silver-standard country. 

Table II and Chart II show the movements in the gold price 
of silver by months from July, 1925, to December, 1930, as com- 
pared with the index numbers of import and export prices in 
silver in Shanghai. The ratio of the index of export prices to that 
of import prices is also shown. The prices of Chinese exports have 
fallen, relatively to those of import, by about 20 per cent since the 
middle of 1929. A month-to-month comparison of this decline 
with that in the export-import price relationship of Canada, the 
only gold-standard country in an analogous position for which 
data are available, cannot well be made, as the corresponding in- 
dexes for Canada are quoted only as yearly averages. We may, 
however, compare the year-to-year movements in the export- 
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import price ratios for the two countries.”” These movements can 
be shown most clearly by expressing the export-import price 
ratio for each year as a percentage of the ratio for the preceding 
year. Table III shows the export and import price indexes by 


CHART II 


Gotp Price oF SILVER IN NEw YORK COMPARED WITH THE INDEX NUMBERS 
OF SILVER Prices OF ExporRTs AND IMPORTS IN SHANGHAI, AND INDEX Num- 
BER OF Export Prices RELATIVE TO INDEX NUMBER OF ImporRT PRICES, 
JULY, 1925—DECEMBER, 1930 
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years from 1925 to 1930 for both China and Canada, together 
with the ratio of the two indexes and the link relatives of this 
ratio, this last item being plotted in Chart III. 

That the recent decline in the silver (and gold) prices of Chinese 
exports, relative to those of imports, is properly attributable to 
factors other than the decline in the price of silver is shown by 
the fact that there is a similar movement in Canada’s export- 
import price ratio and also by the fact that in 1926, during the 
prior sharp dip in the price of silver, the silver (and gold) prices of 
Chinese exports rose relatively to those of imports. 


» Canadian prices are, of course, expressed in gold. 
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Proposition XI. Silver prices in a:silver-standard country of 
domestic commodities (commodities neither exported nor imported) 
will show no immediate rise in response to a fall in the gold price of 
silver. Over these commodities the purchasing power of the monetary 
unil is subject to no sudden diminution. 


TABLE III 


INDEX NUMBERS OF ExporT AND Import Prices FOR CHINA AND CANADA, 
Ratio oF Export Prices To Import Prices, AND LINK 
RELATIVES OF Export-Import Price Ratio* 

(Yearly Averages, 1925-30) 








1925 | 1926 | 1927 | 1928 | 1929 | 1930 





China (silver) : 
Index number of export prices (February, 


i seudecGesne whan nen en 148 .9/153.6/168. 4/168 .0)/173.1/185.0 
Index number of import prices (February, 

RE iaidé iincnhseinwen te 153.4|151.2/164.8)169.1/178.5/206.5 
Index number of export prices relative to 

index number of import prices... . . . 97 .1|101 .6)102.2] 99.3) 97.0) 89.6 
Link relatives of export-import price ratio 

(each preceding year=100)........... 100.0/104.6|100.6] 97.2] 97.7] 92.4 


Canada (gold): 
Index number of export prices 























CS. 20 cis caeek aces kiana 151. 7/147 .0|144.0|137.6/137.3/117.2 
Index number of import prices 

OS See 139.6/131.7/127.0)127.3/122.9)115.1 
Index number of export prices relative to 

index number of import prices... ..... |108. 7)111.6]113.4/108. 1/111. 7|101.8 
Link relatives of export-import price ratio 

(each preceding year=100)........... 100.0/102. 7/101 .6] 95.3/103.3) OI.1 
* Sources: (1) Chinese index numbers from Prices and Price Indexes in Shanghai (Shanghai, China: 


National! Tariff Commission, December, 1930); (2) Canadian index numbers, 1925-29, from Prices and 
Price Indexes, 1913-1929 (Ottawa, Canada: Dominion Bureau of Statistics, 1930); 1930, by courtesy 
of the Dominion Bureau of Statistics. 


If a rigid quantity theory of money were appropriate, the silver 
prices of domestic commodities in a silver-standard country 
would not only fail of an immediate rise following a decline in the 
gold price of silver but would actually tend to fall. Since more of 
the existing stock of monetary silver would be required to circu- 
late imported and exported products at higher prices, less would 
be available for the domestic products. But whether or not such 
a rigid, or any, form of the quantity theory is applicable, inertia 
will, for the time being, hold down the silver prices of domestic 
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commodities.* It will, in all probability, require an influx of 
silver to start them on an upward course. This influx of silver is 
wel}-nigh inevitable. Since silver as money in the silver-standard 
country will be worth more than as bullion in that country, or 
elsewhere, it will tend to move into the monetary use and will be 
drawn both from domestic stocks of bullion and from abroad. 


CHART III 


Link RELATIVES OF Export-Import Price RATIOS FOR CHINA AND 
CaNnaDA, ANNUALLY, 1925-30 
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The mechanism of this movement will be described under the 
next following proposition. 

Proposition XII. The price situation in silver-standard coun- 
tries consequent upon a fall in the gold price of silver will operate to 
increase the ratio of export to import of commodities, and thus to 
enlarge the import of silver. 

Since the silver prices of most export and import commodities 
immediately rise in consequence of a fall in the gold price of silver, 
while other silver prices (including wages) do not, the relation 

t See Chart IV for the course of general wholesale prices in Shanghai, compared 


with export and import prices, since January, 1927. Figures taken from The 
Shanghai Market Prices Report (Shanghai, China: National Tariff Commission). 














THE FALL IN THE VALUE OF SILVER 451 


between commodity exports and imports tends to shift. Chinese 
consumers of foreign commodities of which the gold price has 
not fallen, or does not fall, in correspondence with the fall in the 
gold price of silver, will tend to reduce their foreign purchases in 
the face of the higher silver prices at which such commodities 
will sell.” This is true of those consumers, at any rate, who are 


CHART IV 


INDEX NUMBERS OF GENERAL WHOLESALE Prices, Export PRICES, AND IMPORT 
PRICES IN SILVER IN SHANGHAI, JANUARY, 1927—DECEMBER, 1930 
(February 1913 = 100) 
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not exporters, since the silver incomes of non-exporting groups 
will, for the time being tend to remain unchanged. Exporters, 
however, will be obtaining silver incomes increased in the ap- 
proximate degree of the decline in the bullion value of silver. 
They may, therefore, continue to buy imports from abroad in 
about the same volume as before. They are not likely, however, 
to increase the volume of their foreign purchases. 

On the side of exportable products, on the other hand, there 
will be a strong tendency for high silver prices to cut down on 
domestic consumption and so to increase exportable supplies; and, 
over a longer period, there will be a shift from production for the 


» It is assumed that the change in the gold-silver ratio is not due to an increased 
value of gold. 
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domestic market, where silver prices will be relatively low, to 
production for export where silver prices will be relatively high. 
The absolute volume of both exports and imports may well in- 
crease, owing to the general business activity issuing out of the 
rising price level which will now be incipient; but the ratio of com- 
modity exports to imports will, in any event, surely rise. This 
will lead to an accumulation of gold exchange in Chinese hands 
which will normally be turned into Chinese purchasing power 
through an increased import of silver. Chinese national purchas- 
ing power abroad will thus not have fallen, but it will have 
changed direction. Imports will consist in relatively larger meas- 
ure of silver and in relatively smaller measure of ordinary con- 
sumable commodities. Non-exporting Chinese consumers, to re- 
peat, will not be able to buy abroad as freely as before. Chinese 
exporters, on the other hand, will not only be under no necessity 
of reducing their foreign commodity purchases but will have 
funds in addition with which to buy silver.*? This they will be 
prone to bring home for use in the domestic market where its 
purchasing power is relatively great. After it has been diffused, 
through their increased purchases at home, all silver incomes will 
tend to rise in proportion to the lower value of silver. 

It should be noted that the altered silver price structure in 
China, with relatively high prices for exports and imports and 
with wages at a level in correspondence with the relatively low 
domestic prices, will not only tend to shift Chinese production 
from domestic to export industries but will also shift it from do- 
mestic industries toward a greater home output of imported com- 
modities. Sellers of goods which the Chinese now export must 
contend with /arger supplies from China, and sellers of certain 
goods which the Chinese now import must count on increased 
competition from the Chinese home producer. On the other hand, 
Chinese imports of raw materials for the industries which will be 
developing may increase; and there may be additional imports to 

* The gold exchange proceeds of their exports of staple commodities will be un- 
changed. The gold cost of the foreign commodities they buy will be unchanged. 
But the gold cost of the domestic commodities they normally buy will be diminished 


(silver prices unchanged and silver worth less in gold). They will therefore have a 
balance left after normal purchases, both foreign and domestic, have been made. 
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supplement the deficiency of domestic goods resulting from the 
diversion of production to the export and import industries. 
Total imports will be conditioned by total exports, but a sizable 
part of the imports will be silver. 

Proposition XIII. The increased influx of silver into silver- 
standard countries will raise the price of domestic commodities in 
those countries until equilibrium with the silver prices of imports 
and exports is established. It will therefore continue until the whole 
silver price level is raised to the point at which the monetary and bul- 
lion value of silver is again brought into equivalence. The adjust- 
ment to this equivalence is much more likely to be attained through a 
sharp recovery of the bullion price of silver than through a great rise 
in silver price levels. 

If the value” of silver bullion falls to one-half its former level, 
and remains at the reduced figure, it will require substantially 
twice as much silver as had hitherto been necessary to carry on 
a given volume of business in silver-standard countries. This is a 
corollary of the fact that price levels in various countries con- 
nected by trade in commodities, and in the money materials, 
will move in fairly close inverse proportionality with changes in 
the relative value of the monetary units. In the absence of a very 
great increase in silver production, however, so large a reduction 
in the value of silver is, in fact, not likely to be maintained. In- 
creased absorption for monetary use in silver-standard countries 
will operate to raise the value of silver bullion toward its former 
level; and equilibrium is likely to be reached at price levels in 
silver-standard countries very far short of twice their former 
height. The concurrent recovery in the value of silver bullion 
will progress to a point which will be below its former value by an 
amount corresponding proportionately with the moderate decline 
in monetary value which finds expression in the limited rise in 
silver price levels. 

* The reader should perhaps be reminded that “value” in this article, unless 
modified by some descriptive prefix, means general commodity value. The gold 
value of silver may fall because the value of gold is rising rather than the value of 
silver falling. In this event, silver price levels will not rise, but gold price levels will 


show a falling trend. There will then be no need for a larger volume of silver, for 
the conduct of a given volume of business, in silver-standard countries. 
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China does not use as much silver for monetary purposes as 
might at first blush be supposed, since copper is very generally 
used in the interior.’s It is conceivable, therefore, that a very great 
rise in silver prices in China might be sustained without the ab- 
sorption of as much silver as the volume of Chinese trade would 
prima facie, seem to require. If China remains on a silver stand- 
ard, a sharp recovery in the value of silver may nevertheless con- 
fidently be expected. This is true of the gold price of silver also, 
unless the value of gold continues to rise at a rapid rate (continu- 
ous decline in commodity prices measured in gold). 

Proposition XIV. So long as China continues on a silver stand- 
ard, there is an automatic long-run tendency toward an expansion 
of the Chinese silver currency pari passu with any fall in the value of 
silver. Declines in the value of silver are therefore subject to an auto- 
matic check in an elasticity of monetary demand which remains con- 
sistently at unity. 

This proposition will be sufficiently clear from what has been 
said under Proposition VII. 

Proposition XV. So long as China absorbs the unusual quantity 
of silver which tends to move to that country as a result of the existing 
disparity between the bullion value of silver and its value as money in 
China, sellers of silver will benefit at the expense of sellers of com- 
modity imports to China and of commodities competitive with ex- 
portable Chinese products. 

Aside from foreign loans or similar foreign credits, the Chinese 
can procure silver to an increased total value only by an increase 
in the total value of exports or a diminution in imports of goods 
other than silver. In either case, competing sellers of commodities 
(other than silver) which are on the Chinese import or export list 
will be subjected to some inconvenience. As has already been 
indicated, the rise in China of the silver prices of exports and im- 
ports relative to that of domestic commodities, which will mark 
the period of adjustment of the internal to the external value of 

s E. Kann has recently estimated China’s total stock of silver at from 1 to 14 
billion fine ounces (United States Bureau of Foreign and Domestic Commerce, 
Trade Information Bulletin, No. 742, p. 7, n. 6). India’s total stock of silver, on the 


other hand, may be put at approximately 4} billion ounces (Silver and China, 
[London: A. W. Pinnick, 1930], p. 41). 
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silver, will be checked only after silver has moved into China in 
sufficient volume to bring the internal price level into correspond- 
ence with whatever the price of silver bullion may then be. The 
volume of silver sales to China will then tend to fall off; and the 
sales of other commodities, to increase. There will also then be 
some tendency toward a readjustment in restoration of the present 
composition of Chinese industry, including the export and import 
trade. With the dynamic character of economic phenomena, 
however, this will, no doubt, issue in an economic structure sub- 
stantially different from that now prevailing. 

Proposition XVI. The fall in the value of silver temporarily em- 
barrasses the Chinese fisc; but the government’s loss is the people’s 
gain. 

Government revenues are in the same category with those of 
individuals with fixed silver incomes. Tax revenues cannot quick- 
ly be increased, but some expenditures go up without delay when 
the price of silver drops. This is especially true of service on 
debts expressed in gold, the silver cost of which automatically 
varies in strict inverse correspondence with the gold price of 
silver. Customs revenues in China are now payable in gold. Other 
taxes, stationary in terms of silver, are, however, falling in gold 
and in commodity value. Payers of these taxes are benefiting at 
the expense of the government and will continue to do so until 
taxes are so adjusted as to bring in silver revenues proportionate 
to expenditures, to the value of silver, and to the increase in silver 
incomes. —_— 

Proposition XVII. The real national burden of the Chinese / 
foreign debt (in gold) is not affected by a fall in the value, or in the ' 
gold price, of silver. The significant factor here is not the value of 
silver but the value of gold. 

The national burden on the Chinese of their foreign gold debt, 
whether public or private, depends, not upon the value of silver, 
but upon the value of gold. The shifting price ratio between gold 
and silver is irrelevant so far as it is due to a change in the value 
of silver, but is important so far as it is due to a change in the 
value of gold. 

No data on the outstanding volume of private security issues 
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in China are available; but the total debt of the Chinese govern- 
ment, on June 30, 1929, amounted to the equivalent (at that date) 
of 1,240,360,000 American dollars.” Of this amount, $876,200,000 
was payable in gold currencies; and on this part of the debt the 
value and price of silver is of no real consequence in determining 
the national burden.” The real burden of this debt will vary with 
the value of gold regardless of what happens to the value of silver. 
Of the total debt, $364,160,000 was payable in silver. A small 
part of the gold debt is a domestic obligation, and a minute por- 
tion (less than 1 per cent) of the foreign debt is expressed in silver. 
So far as the gold debt owed in China is concerned, any change in 
the value of gold is merely a matter of distribution as between 
the Chinese government and its nationals. The same is true of 
the value of silver with respect to the domestic silver debt. So 
far as the very small foreign debt expressed in silver is concerned, 
the value of silver determines the burden on the Chinese nation, 
and it is to this insignificant sum alone that the value of silver 
has any relevance in the distribution of wealth as between China 
and the rest of the world. 
' The service on the foreign gold debt, like other international 
debits, is paid through the export of commodities. This export 
represents a diminution in the amount available for home con- 
sumption whenever an augmented volume of commodities must 
be sent out to meet a given gold obligation. It is possible that a 
larger volume of exports might be required to meet a given debt 
service as a result of a change in the terms of trade following a 
decline in the gold price of silver. This, however, is far from being 
inevitable. If the gold prices of Chinese exports do not fall rela- 
tively to the gold prices of Chinese imports—and there is no 
strong ground for supposing that a shift in the gold price of silver 
* This total includes principal of outstanding loans and interest in arrears so 
far as the latter could be determined. The foregoing estimates of gold and silver 
debts were compiled from data published by the Kemmerer Commission in its re- 
port: Project of a Public Credit Rehabilitation Law, Together with a Report on the 
National Debt of China and the Rehabilitation of China’s Credit. The rates of con- 
version from Chinese dollars to foreign currencies used therein figure silver at 52 
American cents per fine ounce. 
7 Though it will, of course, alter the task of the fisc. 
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will cause them to do so—the value of silver, whether measured 
in gold or in commodities, is, in itself, a matter of indifference in 
the determination of the real burden of the foreign debt. More 
silver will be required to meet a given gold charge, but the silver 
will be proportionately easier to get. A rise in the value of gold, 
regardless of what happens to silver, and therefore to the silver- 
gold price ratio, will, however, add in proportional degree to the 
burden of debt service and repayment. A fall in the value of 
gold, on the other hand, would lighten that burden. So far as 
foreign debt is concerned, the Chinese, like all other debtors whose 
obligations are expressed in gold, are therefore interested pre- 
eminently in the value of gold, and scarcely at all in the value of , 
silver. 

The recent rise in the value of gold (fall in gold prices) has in- 
creased the real burden of the Chinese debt. The relative fall in ; 
the gold prices of agricultural products and of raw materials has 
also injured the Chinese, along with other producers of primary 
commodities. Both factors have tended to decrease the total 
value of Chinese foreign credits relative to their debits and, while 
the necessary adjustments in production and trade are in process, 
have tended to draw silver out of China or to prevent China’s ab- 
sorbing as much silver as might otherwise be expected. The im- 
mediate effects are thus the opposite of those which may presently 
be expected.** The result is that the gold price of silver has fallen 
much beyond the point at which it can be expected to settle. In- 
stead of the greatly enlarged demand for monetary silver in China 
which the present value of silver bullion, so far as it is maintained, 
will certainly set up, the immediate influence of the movement in 
the value of gold has been toward a limitation on silver imports.” 
This tendency, furthermore, has been exaggerated by the civil 
disorders in China, and by famine, in the degree in which holders 
of silver in the interior have sent it to the ports or abroad for safe- 
keeping or, in their destitution, have used it to purchase foreign 

** The effects to be expected are even now appearing, though they are partially 
obscured by more ephemeral phenomena. 


* The tendency has not been strong enough to prevent unprecedentedly large 
net imports of silver; but it has no doubt reduced the volume below the level which 
is appropriate to the situation. 
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commodities for which the need was exigent. Depression in gold- 
standard countries has also operated to reduce Chinese exports, 
while business activity in parts of China not gravely affected by 
war or famine has encouraged imports. Both have tended to re- 
duce the amount of silver absorbed by China and even, for short 
periods, to draw it out of the country. But this partial counter- 
acting of the effect of the longer-range influences cannot continue 
indefinitely. 

Proposition XVIII. Neither conversion of the Chinese gold debt 
into silver nor conversion of the silver debt into gold offers any certain 
prospect of advantage to China. 

It is sometimes supposed that the conversion of the Chinese 
gold debt into silver would be beneficial to the Chinese. So far as 
governmental finance goes, such a conversion would have ad- 
vantages in stabilizing outlay relative to income. It might, never- 
theless, run quite counter to the national welfare. The question 
of the advantage of the shift is dependent upon future movements 
in the commodity value of silver, and of gold, and is entirely 
divorced from the value of silver and gold in terms of each other. 
If gold should continue to rise in commodity value, and silver 
to fall, the conversion of the gold into a silver debt would be a 
national, as well as a fiscal, gain to the Chinese. On the other 
hand, if gold should fall, and silver rise, in commodity value, it 
would be.a distinct loss. If both gold and silver should rise equal- 
ly, or both fall equally, in commodity value, the conversion would 
make no difference. In the former case the Chinese would lose, 
and in the latter, gain, quite irrespective of the conversion. If 
gold should fall in commodity value in greater measure than 
silver, the conversion from gold to silver would in itself have 
turned out badly for the Chinese, though they would have the 
loss partially, fully, or excessively, compensated by the absolute 
fall in the value of silver.*° If, on the other hand, gold should fall 
in value in less measure than silver, such a conversion would have 
been beneficial to the Chinese, who would gain both by the general 
downward movement in the precious metals and by the greater 
fall in the value of silver than in the value of gold. Similarly, if 


%° The net result, however, would have been more beneficial to the Chinese if no 
conversion had been made. 
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gold should rise in commodity value in greater measure than 
silver, a conversion of this type would involve a gain to the 
Chinese which would partly offset their loss on the absolute rise 
in the value of the precious metals; and, if gold should rise in less 
measure than silver, the Chinese would lose, not only on the gen- 
eral rise in the real value of the precious metals, but also on the 
shift of the debt from gold to silver. 

A fallacious contradiction of the fallacious argument for a con- 
version of the Chinese gold debt into silver is found in the pro- 
posal to convert the silver debt into gold. At the present ratio 
between silver and gold a large amount of silver debt could pre- 
sumably be converted into a comparatively small gold obligation 
(judged, that is, by the gold-silver price ratios hitherto prevail- 
ing). Yet this again would be good policy for China only if the 
commodity value of gold does not continue its upward trend or 
if, while the commodity value of gold is rising, the commodity 
value of silver rises at a more rapid rate. 

The changing real value of the precious metals makes any 
debt, whether expressed in gold or silver, something of a gamble 
between debtor and creditor. At the moment, the real burden of 
gold debts has been increased, and the real burden of silver debts 
diminished, as compared with the burden at the date of contrac- 
tion.* The burden in the future may alter for either debt in either 
direction. There is no prima facie reason for supposing that a 
given present debt burden could be alleviated by the shift of a 
gold debt to a silver basis or vice versa. Unless the price ratio 
between silver and gold is stabilized, a shift of the debt in one 
direction or the other would, as matters develop, prove to have 
been beneficial or the reverse. But it would, in most cases, take 
a Cassandra to say which shift should be chosen. 

It should be noted, however, that, whatever happens to gold, 
the commodity value of silver, provided China remains on a free- 
silver standard, is likely to rise very considerably above present 
levels. On these suppositions, the gamble on the future relative 


* Unless this was, in the case of gold debts, some time prior to 1916. 

# This follows as a corollary of the argument that at the existing bullion value of 
silver a very strong demand for the white metal for monetary purposes in China will 
set in. 
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values of silver and gold, offers something other than an even 
chance, even though there is respectable authority for the opinion 
that the commodity value of gold will continue to rise. If it may 
be assumed that the probabilities favor a relative increase in the 
commodity value of silver as compared with gold, it would be 
clever finance to shift silver debts to a gold basis at the existing 
price ratio between the two metals. This could be done without 
the consent of creditors, through payment of old loans out of the 
proceeds of new, provided new gold loans in the required volume 
could be floated. 

Proposition XIX. The Chinese government is in a position to 
influence the real burden of its own (and other) debts through the re- 
tention or abandonment of the silver standard. 

If the Chinese government should convert all of its debts to a 
silver basis, it could then greatly lighten the burden of those 
debts by the abandonment of the silver standard. If, in so doing, 
it should replace the present silver circulation by other monetary 
media (gold, or paper convertible into gold units, for instance), 
the value of silver would probably fall far below present levels. 
For there would then be no important automatic expansion of the 
demand for silver pari passu with a decline in its value, such as 
now occurs in connection with the monetary use in China. It 
has already been pointed out, moreover, that the amount of silver 
used for monetary purposes in gold-standard or gold-exchange- 
standard countries is quite independent of its value, and that the 
only check to the decline in silver prices would then be that which 
would be imposed by an expansion of its use in the arts. Before 
this would be fully effective, the stocks of silver now used as 
money in China would have to be cleared up. An extreme decline 
in the value of silver would be the almost certain early result. 
This would probably be followed by a partial, but far from com- 
plete, recovery to a level permanently under the existing low 
figure. 

If the Chinese, while abandoning the silver standard, should 


33 It should be said, however, that, though the immediate prospect is for a rise 
in the value of silver relative to that of gold, the long-time outlook may be in the 
opposite direction. This is especially true if, as suggested under the following propo- 
sition, China should abandon the silver standard. 
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keep silver in circulation, the effects would, of course, be much 
less marked and, apart from psychological influences, would be 
confined to the failure of the monetary demand for silver to ex- 
pand in any degree in response to a lowered value. 

The Chinese government has, of course, much less power to 
affect the value of gold than it has to affect the value of silver. 
Nevertheless, the adoption of a gold, or even gold-exchange, 
standard in China would operate to enhance the apparent present 
tendency toward a rising world-value of gold, since the Chinese 
would then initiate a demand for gold which is not present in the 
existing situation. So far as Chinese debts are now, or may be, 
expressed in gold, this increase in its value would augment the 
real burden on the Chinese in the payment of interest on, and 
repayment of the principal of, such debts. It is true that the de- 
mands on gold of certain types of a gold-exchange standard in 
China would be slight, and might even be negligible, in their 
effect on its value. It is questionable, however, whether a gold- 
exchange standard which made little demand on gold would be 
satisfactory to the Chinese. Any rise in the value of gold, from 
this or any other cause, of course increases the burden of gold 
debts everywhere. 

Proposition XX. A loan of silver to China would have diverse 
effects according as it was or was not drawn from United States 
Treasury stocks; but its probable immediate influence would be still 
further to depress the value of silver. 

The suggestion that a loan of silver be made to China, with the 
object of raising the gold value of silver, has some amusing as- 
pects. If, as has been proposed, the silver were taken from the 
surplus silver stocks in the United States Treasury (which, it 
must be admitted, are of almost no value in the preservation of 
our gold standard), the price of silver, instead of rising, would 
certainly fall farther. Such a procedure would simply mean the 
throwing of an additional supply of silver on an already saturated 
market. The Chinese would, no doubt, draw in some of this silver 
for use as money, and the loan would thus facilitate and hasten an 
absorption of silver which would otherwise proceed more slowly. 
But, if the loan is to do the Chinese any good, the bulk of the 
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proceeds must be taken in the form of goods. If a large additional 
sum of silver were suddenly put at the disposal of the Chinese, 
they would surely use the greater part of it in the purchase of 
foreign commodities, and the silver would simply come back to 
occidental markets (if, indeed, it were ever drawn out) to be an 
additional depressing influence on the price of silver bullion.* The 
Chinese will eventually use much more monetary silver; but the 
process by which they do so must be a gradual one with time for 
comprehensive price adjustments. Stocks of silver in Chinese 
ports are already burdensomely large, and a loan of the type just 
described would assuredly force sales abroad rather than in China. 

If a loan of silver were made without any withdrawal of silver 
stocks from the United States Treasury, there would be no in- 
evitable increment to the present supply of silver on the market 
even if the Chinese did not immediately and permanently absorb 
a sizable share of the loan in their monetary medium. The pro- 
posal that such a loan be made is clearly not as foolish as one 
which involves the United States Treasury’s stock of silver. 

If a loan is to be made to China, there is, however, no good 
reason why it should be made in silver at all. Such permanent 
absorption of silver into the monetary use in China as might be 
facilitated by borrowing would take place just as readily as a re- 
sult of a gold as of a silver loan. So far as it is a lack of immediate 
resources which is checking as large an import of silver into China 
as would otherwise take place, that lack can be better repaired 
by a gold than by a silver loan. The Chinese can use the gold 
proceeds immediately to buy whatever silver they would other- 
,wise eventually acquire with commodity exports. The gold loan, 
moreover, is superior inasmuch as it would not tend adversely to 
affect the value of silver as a silver loan, especially out of United 
States’ Treasury stocks, would surely do. The ability of the 
Chinese to purchase in foreign markets, and the resulting sale of 
Western products in China, would therefore be greater if a gold 
loan were negotiated than would be the case with a silver loan 
| of the same value at the date of negotiation. 


§ This is true whether the Chinese government should sell the silver to its citizens 
directly or through expenditures for commodities and labor in China. 
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If the terms of a loan of silver called for the payment of interest, 
and repayment of principal, in a fixed number of ounces of silver, 
corresponding to the number of ounces borrowed, it would be 
markedly to the interest of the Chinese as a nation to abandon 
the silver standard as soon as the loan had been made and its 
proceeds disbursed. The silver necessary for service on, and re- 
payment of, the loan would in all probability then be obtainable 
at much less real cost than the loan would have represented when 
made. The Chinese could also, if they so wished, repay the loan 
out of their own currency, and replace that currency with gold, 
without any of the loss which would otherwise attend this opera- 
tion. The abandonment of the silver standard might well be de- 
cided upon without any conscious intent to defraud. It might 
even be generally regarded as one of the desirable reforms which 
the loan would make possible. It would, none the less, injure the 
holders of securities expressed in silver by weight.* 

Disregarding the possibility of China’s abandonment of the 
silver standard, it will perhaps be worth while to go a little more 
fully into the objection that a silver loan would defeat its own 
object. After any favorable psychological influence of such a 
loan had disappeared, the fall in the price of silver would almost 
certainly be renewed or accelerated. This decline would con- 
tinue until the temporarily redundant silver stocks acquired by 
the Chinese had been spent, and price readjustments been made 
under which the Chinese would procure their silver as usual 
through exports of commodities. The real value of the loan to the 
borrowers would thus have diminished in the very act of spending 
the proceeds. The Chinese would thus be saddling themselves 
with heavy real interest charges (as the value of silver recovered) 
in return for a comparatively small real value of the principal at 
the date of its disbursement. 

On the assumption that the Chinese would not abandon the 
silver standard, a silver loan would thus be detrimental to them, 


3s This is not intended as an objection to silver loans as such. Gold loans are 
expressed in a fixed weight of gold, and there is no inherent reason why silver should 
not also be so used. Or perhaps it should be said that there is no inherent reason 
which is not equally applicable to gold. 
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while, if they should, it would be detrimental to the lenders. If 
an international loan to China is to be made, it should therefore 
be made in gold. This would probably result in an immediate 
improvement in the gold value of silver; and it would not, in and 
of itself, affect the contract between lenders and borrowers. 
Whether China is now a good risk for amy loan is of course another 
question. 

Proposition XXI. Jf stability of exchange relationships were of 
first importance, the best way now to secure it would be through the 
universal adoption of gold or gold-exchange standards. This applies 
lo countries now on free-paper standards as well as to China. If a 
silver standard is to be maintained in China, stability of exchange 
against gold would require the reintroduction of bimetallism in some 
countries which are large users of the precious metals. Our great 
monetary problems, however, do not lie in the shifting ratio between 
gold and silver, but in the shifting commodity values of both metals, 
particularly gold. There is no great cause for alarm in the decline 
of the gold value of silver except as this expresses a rising tendency in 
the commodity value of gold. 

Many proposals have been made for stabilizing the value of 
silver in terms of gold. The only way in which this could be done 
with any prospect of success is through a reversion to bimetallism. 
Bimetallism suffers from a bad name which is undeserved—the 
evils which are attributed to it having chiefly arisen as a result 
of a clumsy and even dishonest application of the principle rather 
than of any inherent defect—and the resumption of bimetallism 
might aid very considerably in the solution of some of our mone- 
tary difficulties. But it is useless to whip a dead horse. Bimetal- 
lism being taboo, we may conclude that the gold-silver ratio is 
bound to fluctuate widely. To prevent this fluctuation from af- 
fecting international monetary relations, it would be necessary 
to complete the movement from silver to gold standards which 
marked the nineteenth century and let silver take a position 
purely as a commodity, albeit with a monetary use like that of 
nickel or copper in token or subsidiary coins. The very increase 
in the value of gold issuing out of this augmentation of monetary 
demand would, of itself, induce a countermovement in the value 
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of silver due to the smaller use of silver for token or subsidiary 
coins. In such a case, we might therefore count upon a definitive 
loss in the commodity, and a still greater loss in the gold, value of 
silver. Incidentally, this would tend to increase the price of cop- 
per, lead, and other metals which are jointly produced with silver. 

Since the world economic order is much more disturbed by a 
rising value of gold than by any change in the gold-silver ratio, 
it is an open question whether China would now benefit by enter- 
ing the circle of gold-standard nations, if this would but augment 
the decline in gold prices which may, in any case, continue. The 
maintenance of a silver standard, with a fluctuating ratio of silver 
to gold, may be the best means of avoiding in China the economic 
disturbances which would be associated with stable exchange 
rates and a falling price level. China is not likely to suffer greatly, 
if at all, from a low gold price for silver; but, along with other 
countries, it might suffer severely from a rising value of gold were 
its monetary system based on that metal.’ 

If the argument advanced in this article is sound, and China re- 
mains on a silver standard, the value of silver bullion will almost 
certainly rise in the near future. This is not true, however, of its 
value as money in China. On the contrary, the immediate tend- 
ency in this respect will be toward a fall in value, the present dis- 
equilibrium being thus eliminated by a movement of the two 
values in opposite directions. Nevertheless, if the value of silver 
as bullion, and therefore Chinese exchange rates, should rise so 

36 Smaller, that is, than if gold had not risen in value. The absolute amount of 
silver (and gold) used for money might increase, but probably not at the rate of 


supply of silver, especially if silver were no longer hoarded to the same extent as 
hitherto. 


37 On this point the argument, and evidence, brought by J. M. Keynes relative 
to the tendency of falling price levels to retard the accumulation of capital is impres- 
sive. See Keynes’s Treatise on Money (New York: Harcourt, Brace & Co., 1930), 
passim. The contention here made is of course invalid if the value of gold can be 
stabilized or even if, without any management, it does not rise. It is not to be inter- 
preted as opposition to the adoption of a gold-exchange standard in China as such, 
Taking everything into consideration, and admitting that movements in the value 
of gold and silver are both unpredictable, a gold-exchange standard is to be judged 
on its own merits. Apart from the ulterior effects here indicated, which are not in- 
evitable, it is, no doubt, a thoroughly desirable reform. 
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rapidly as to check the rise in Chinese prices (fall in the value of 
silver as money), we may, as in all other cases of rapidly rising 
exchange rates, confidently expect loud complaints from Chinese 
merchants. The interest of the merchant class is by no means an 
infallible criterion of national welfare, but it is at least of some 
evidential value in reaching a conclusion as to the “ruin” to China 
involved in a falling value of silver and the presumed prosperity 
to be obtained from the reverse situation. If it were true that 
China’s exports as a whole were selling at low prices, relative to 
imports, in consequence of the downward movement in the value of 
silver, the merchants might be gaining at the national expense. 
But if, as seems probable, this is not true, the interest of the mer- 
chants may be assumed to be in consonance with the national 
welfare. 

The fact is that the gold price of silver, and of Chinese ex- 
change, is rather to be interpreted as a result than as a cause of 
the relatively low gold prices of Chinese exports. Other countries 
predominantly exporters of raw materials and importers of manu- 
factured goods were suddenly involved in similar difficulties when 
the gold prices of their exports fell relatively to those of their im- 
ports. In many cases they were impelled to abandon the gold for 
a paper standard; and the exchange value of their currencies fell 
far. Australia and Argentina are notable examples. China, not 
having the benefit of a perhaps too thoroughly modern monetary 
system, did not lay an embargo on the export of its standard 
monetary material. The immediate effect of the change in the 
trade situation, and of the shift in international debits and credits, 
was therefore, as has been noted, toward the expulsion of silver 
from China, or at least toward preventing absorption at the rate 
to be expected. The result was to drive the price of silver still 
farther downward. This movement, however, is self-correcting as 
soon as the forces which it itself invokes have had time to operate. 
The extreme apprehension of those who are in distress over the 
present price of silver, and who fear a further fall, is therefore un- 
warranted. Even if the forces now making for a recovery in the 
gold value of silver are counteracted by new forces working in the 
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other direction® so that silver remains low in value, or falls still 
farther, there is no reason to fear general disaster. 

Proposals made in the hysteria of a quite gratuitously assumed 
catastrophe are not likely to do good and may do much harm. 
There is, in consequence, a strong presumption in favor of laissez 
faire. A policy of inactivity is here much more likely to be mas- 
terly than measures based on error, illusion, and individual inter- 
est in the guise of regard for social welfare. 

Great and rapid fluctuations, in alternate directions, in the 
gold-silver ratio, however, are certainly disturbing to business 
between gold-standard and silver-standard countries. They first 
provoke adjustments to a new situation and then readjustment 
toward the old. These are costly, and they might largely be 
avoided. The present fall in the gold value of silver is not due to 
any extreme shift in the relationship between demand and pro- 
duction of silver. Production has been fairly constant for some 
years past. Supplies have been increased by sales of silver for- 
merly used in the subsidiary coinage of those countries which have 
reduced the silver content of their subsidiary circulation, or have 
replaced silver with paper in this use, and by the shifting of 
Indian silver reserves into gold. On the demand side, however, 
the net absorption of silver by India, which fell somewhat in 1928 
and 1929, showed a recovery in 1930; and China has been ex- 
panding its imports as usual in response to the fall in value. The 
requirements for new coinage in the Occident, never a very large 
item, have fallen off; but the use of silver in the industrial arts has 
remained rather constant. 

A picture of the situation is given in Table IV below. It would 
be fair to say that the decline in the value of silver has not been 
due to any great change in supply or to inherent inelasticity of 
demand. Chinese monetary demand has a long-run elasticity of 
unity; and Indian demand for hoarding purposes is, other things 
being equal, responsive in an appropriate way to changes in 
price. It is true, however, that Chinese demand may, for short 


3 Such as, for instance, a further debasing of subsidiary coinage in gold-standard 
countries, a factor which has been of some importance in the existing situation. 
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periods,” decline, or even turn into supply, if special conditions 
in China, or in international markets, happen to outweigh for the 
moment the influence of a falling value of silver when that influ- 
ence is still in but the incipient stages. Indian demand for hoard- 


TABLE IV 


SILVER: SUPPLY AND ABSORPTION, 1920-30* 
(Millions of Fine Ounces) 








Year 





1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 





Supply 





Production 239] 245] 254 


Demonetization sales. . . . 44 6 2 





Total supply 243) 251) 256 








Absorption 





Net imports of India plus 
domestic absorption of 
Indian Treasury sales 
and of home produc- 

72| 98 ox III 


Net imports of China.... 48} 82) 32 65} 79 
New coinage in Occident. S7| 71 311 47| 21 


Industrial use. . 45 58} 55} 53 57; 58) 53 





Total absorption. ...| 204 234| 292] 247 264 284 





Unaccounted for... .|—13 —26, 5; 4 5| 8& 13!/—45|—22 






































* Cf. the table in the Economist, CXII, No. 4570 (London, March 28, 1931), 662. The Economist 
derives its estimates from an unpublished paper by Mr. Joseph Kitchin. 


ing, moreover, is tied up with the (gold) prices of Indian exports, 
with Indian prosperity in general, and with the balance of pay- 
ments, rather more than with the value of silver. Though demand 
for silver is thus by no means inherently inelastic, it does not al- 


3° Perhaps as long as two to three years. 
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ways respond readily, and in the appropriate direction, to changes 
in value or (gold) price. The present heavy fall in the gold price 
of silver would, however, seem to be due mainly to psychological 
causes associated with business depression in the Western world. 
Silver is not being readily taken up in quite the same volume in 
which it is being offered; and the reluctance to hold stocks on a 
falling market, which has affected equally severely the prices of 
many other primary commodities, has been mainly responsible 
for the sharp drop in the price of silver. If this explanation is even 
partially valid, we may expect the price of silver bullion to ad- 
vance with the restoration of confidence in the business world, 
even though actual final consumption of silver has not shown any 
substantial increase by that time. The U-shaped dip in silver 
prices will then have served no useful purpose of adjustment, but 
will simply have been a nuisance. 

Owing to the fact that silver has gradually been all but elimi- 
nated as a monetary standard, the elasticity of demand in the 
monetary use, which under free coinage of silver is automatic al- 
most regardless of business conditions, is now much less influential 
than in the not very distant past. This exposes silver to almost as 
marked and rapid vicissitudes of gold price as any other primary 
good. The carrying costs of silver, however, expressed as a per- 
centage of the value of held stocks, are very low. Silver is there- 
fore a good subject for that beneficent type of speculation under 
which redundant stocks are held over for use when demand picks 
up. In view of the low carrying costs, it may be laid down that, 
if the principles applicable to silver so long as China remains on a 
silver standard were well and widely known, the price of the metal 
need never fall far below a normal future price which could be 
estimated with considerable assurance. The recent establishment 
of a futures market for silver in New York may thus be of not in- 
considerable significance in reducing cyclical fluctuations in its 
price. Yet, if such fluctuations are to be really ironed out, it is 
probable that it would be necessary to set up a stabilization organ- 
ization ready to accumulate stocks in times when prices are un- 
duly low and to release them later. The Chinese government 
might possibly be interested in this, and silver producers could 
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be expected to give it their support. On grounds of theory it has 
attractions. In view of the analysis presented in this article it is 
the only deviation from a laissez faire policy which could reason- 
ably be pursued. The success of other stabilization efforts, how- 
ever, has not been such as to evoke any great amount of enthusi- 
asm for further experiments of the sort. The world will not go to 
the dogs as a result of fluctuations in the gold-silver ratio; and the 
evils of such fluctuation are so slight as compared with fluctua- 
tions, and especially a rise, in the value of gold, that we might 
well concentrate our efforts in the reform of money on the pre- 
vention of a secular downward trend in gold prices and leave the 
gold-silver ratio to take care of itself. 


FRANK D. GRAHAM 
PRINCETON UNIVERSITY 





AGRARIAN DISCONTENT IN THE MISSISSIPPI 
VALLEY PRECEDING THE WAR OF 1812 


GRARIAN discontent has so often played an important 
part in our history that it is surprising that its importance 
in the Mississippi Valley preceding the War of 1812 has 

not been recognized. Western agriculture suffered, as this paper 
will show, a severe economic depression in the years just before 
the war, and this depression was an important factor in deter- 
mining the support which the frontier gave first to the Embargo 
and Non-intercourse acts and finally to war. To understand 
western discontent, something of the situation in earlier years 
must be known. The examination of western economic conditions 
may well begin, therefore, with the period of prosperity which 
preceded the hard times of 1808-12. 

In the first decade of the nineteenth century, the hunting and 
trapping frontier receded to the west and north, and, over wide 
areas, the valleys of the Ohio and lower Mississippi became defi- 
nitely a farming country. For several years following the Louisi- 
ana Purchase this new agricultural West experienced a pro- 
nounced boom. The usual optimism and exaggerated anticipa- 
tions of wealth which we have since learned to expect in such 
periods were abundantly present. The depression which accom- 
panied the Peace of Amiens had been largely attributed by west- 
ern farmers to Spanish interference with the Mississippi trade at 
New Orleans. When, therefore, news reached the West that the 
United States had purchased Louisiana, the frontiersmen believed 
that serious obstacles to western prosperity were a thing of the 
past. 

Everywhere on the frontier people now believed that they saw 
the dawn of a new and prosperous day. A Kentucky editor de- 
clared that the undisturbed right to navigate the Mississippi in- 
sured in itself “. . . . a perpetual union of the states, and lasting 
prosperity to the Western country.”* And a contributor to the 
Scioto Gazette wrote: “. . . . No ruinous fluctuations in com- 

* Guardiam of Freedom (Frankfort, Kentucky), July 20, 1803. 
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merce need now be apprehended. Agriculture may depend upon 
those steady markets which trade shall open to industry.” 

With this spirit abroad it is not surprising that settlers came 
crowding to the frontier in unprecedented numbers. Soon after 
the transfer of Louisiana to the United States, a great influx of 
pioneer farmers and adventurers began into the area bounded by 
New Orleans on the south and the frontier settlements in central 
Ohio on the north, and reached its crest in the boom years of 
1805 and 1806. 

One of the first parts of the West to feel the effect of this move- 
ment was New Orleans. Governor Claiborne reported, “Every 
boat from the western country and every vessel from the Atlantic 
States bring hither adventurers.’ Tennessee was receiving more 
immigrants than ever before in her history, the influx being de- 
scribed by Governor Sevier as exceeding “‘anything of the kind 
that has heretofore taken place.’ 

But settlers migrated in greatest numbers in the years before 
the embargo to the region north of the Ohio River. They came 
not only from the Atlantic states but even from Kentucky and 
Tennessee. Opposition to slavery or inability to own slaves 
brought many from the upland regions of the South Atlantic 
states.’ An Ohio editor reported in 1805 that the number of im- 
migrants exceeded “‘all reasonable bounds of calculation,’ Fig- 

? Chillicothe, Ohio, October 1, 1803. See also the Farmers Register (Greensburg, 
Pennsylvania), July 16, 1803. 

3 Claiborne to Madison, New Orleans, February 13, 1804, in J. A. Robertson, 
Louisiana under the Rule of S pain, France, and the United States, 1785-1807, Il, 251. 
Claiborne’s letters show that many French fugitives from Santo Domingo sought 
asylum in New Orleans at this time. 

4 Senate Journal, Tennessee, 7 Ass., 1 Sess., p. 13. 

5 Josiah Espy, Memorandums of a Tour in Ohio and Kentucky in 1805, “Ohio 
Valley Historical Series,”” No. 7 (Cincinnati, 1871), pp. 22-23. A record which was 
kept at Kennedy’s ferry opposite Cincinnati in Kentucky showed the following 
migration into Ohio from April 1 to December 31, 1805: South Carolina, 669; 
Kentucky, 568; Virginia, 465; North Carolina, 463; Georgia, 264; Tennessee, 200; 
Illinois, 10; total, 2,639. On the basis of these figures it was estimated that 30,000 
people entered the state in 1805 in addition to those who came down the Ohio River. 
The Commonwealth (Pittsburgh, Pennsylvania), March 12, 1806. 


6 Scioto Gazette (Chillicothe, Ohio), November 7, 1805. See also the same paper 
for April 22, 1805; Rufus Putnam to John May, Marietta, January 17, 1806, The 
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ures given by Cist show that the population of Cincinnati in- 
creased 28 per cent from 1800 to 1805 and 142 per cent from 1805 
to 1810. As there was but little movement in 1808 and 1809, this 
Ohio town apparently more than doubled its population in the 
three years—1805, 1806, and 1807.’ 

Not only was the westward migration in the period between 
the Purchase and the embargo greater than ever before; but set- 
tlers, and speculators as well, gave earnest of their faith in the 
new country by purchasing, chiefly on credit, large tracts of west- 
ern land. In the decade before the war, the amount of public land 
sold in the territory north of the Ohio River reached its highest 
point in 1805, when 619,000 acres were purchased. In 1806 sales 
continued high (473,000 acres), but in no other year for the period 
did they reach the 400,000 mark.’ State lands also in Kentucky 
and Tennessee were bought on time, and debtors were to lament 
in the lean years to come of obligations entered into at this boom 
period “when commerce was flattering hope.’ 

A wave of optimism once started by a propitious event—in 
this case the removal of Spanish control over Mississippi River 
trade—may, as subsequent crazes and booms have shown, go far 
on its own momentum. Moreover, the ambitious hopes of the 
frontier farmers had some solid basis. Good land was cheap; and, 
the land once cleared, crops flourished and harvests were abund- 
ant. What could be more encouraging to the farmers who had 
just left exhausted soils on the eastern coast or the infertile lands 
of the Appalachian Plateau? 

And, for a time at least, the problem of marketing did not seem 
over-serious. As long as immigration continued at full tide, those 
producers living along the line of travel found a ready market by 


John May Papers, Western Reserve Historical Society Tract No. 97, p. 191; 
Stewart’s Kentucky Herald (Paris, Kentucky), December 16, 1805, Governor Tiffin 
to Ohio state legislature; and Daniel Drake, Natural and Statistical View or a Picture 
of Cincinnati and the Miami Country, Eic. (Cincinnati, 1815), p. 131. 

7 Charles Cist, Cincinnati in 1841: Its Early Annals and Future Prospects (Cin- 
cinnati, 1841), p. 38. 

5 American State Papers, Finance, Vol. Il, passim. 

* Carthage Gazette (Carthage, Tennessee), December 15, 1809. 
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7 supplying the needs of the migrants. And farmers already estab- 
lished in the areas to which the new settlers came found the new- 
comers good customers for that season at least until their lands 
were cleared and their first crops harvested. Few, if any, worried 
about this metamorphosis, and everywhere new settlers were 
welcomed not only because they purchased the surplus produce 
but also because they brought money into the country.” 

But especially stimulating to the high hopes of 1805 was the 
behavior of prices for western staples. The whole price situation 
has been dealt with in detail elsewhere." Here it will suffice to 
point out that the extremely low prices of 1802 and 1803 had im- 
proved in 1804 and had reached in 1805 the highest level to be 
attained before the war. The year following saw slightly lower 
levels; and in 1807 the downward trend was clearly evident, 
though not to be compared with the precipitous decline of the 
embargo year which succeeded it. 

From the vantage point of over one hundred years after the 
event, the fact is clear enough that the western agriculturist of 
1805 was, despite elimination of Spanish interference on the 
Mississippi, abundant harvests, increased immigration, and high 
prices for western products, much more sanguine in his expecta- 
tions of prosperity than fundamental conditions justified. Even 

_ without the embargo and non-intercourse of 1808 and 1809, it 
cannot be doubted that the bubble of 1805 would soon have 
burst. Time, it is true, was to iron out many of the obstacles to 
western prosperity; in the long run the West was in truth a land 
of promise. But underlying weaknesses existed in the immediate 
situation; and the most important of these must now be consid- 
ered, although extended comment is not possible within the lim- 
its of this article. 

Most serious was the problem of transportation. The physical 
obstacles to getting western products to market in the days before 
the steamboat and the railroad were even greater than is gen- 

% See, for example: Scioto Gazette (Chillicothe, Ohio), October 1, 1803; Guardian 
of Freedom (Frankfort, Kentucky), June 9, 1804; and Clarion (Nashville, Ten- 
nessee), February 16, 1808. 


™ See the author’s “Wholesale Prices in the Mississippi Valley Preceding the 
War of 1812,” Journal of Economic and Business History, 11, 148-63. 
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erally realized.* Some furs and peltries were being sent up the 
Ohio and over the mountains as late as 1811; but as the hunting 
and trapping areas moved westward, most of these products were 
exported by way of either the Mississippi or the St. Lawrence 
route.* When flax and hemp were bringing extremely high prices 
in 1809 and 1810, considerable quantities of rope, yarn, cordage, 
country linen, and twine were carried overland.” Cattle, horses, 
and even swine were sometimes driven literally hundreds of miles 
from Ohio, Kentucky, and Tennessee to Atlantic markets."* But 
the difficulties which attended this transmontane exportation are 
so patent that the small overland trade which did take place is 
chiefly a testimony to the obstacles by the Mississippi route. So 
great were the drawbacks to land transportation from western 
Pennsylvania, to say nothing of the vast region farther west, that 
the wagons which brought the needed imports from Philadelphia 
to Pittsburgh customarily returned empty.” Such frontier staples 
as hemp, flour, bacon, and even whiskey simply could not stand 
the cost of carriage over the mountain roads. 

In consequence, Ohio Valley produce had to be sent a thousand 
miles or more down the Ohio-Mississippi river system to Natchez 


or New Orleans. This trip usually took about a month, and was 
beset with perils and hardships from beginning to end. To begin 


" Not until after the War of 1812 did the steamboat become a real factor in Mis- 
sissippi River commerce. 

*3 See, for example, Lowisiana Gazette (New Orleans), April 16, 1810, and Letter 
Book of Joseph Hertzog, Joseph Hertzog to Christian Wilt, Philadelphia, Pennsyl- 
vania, May 2, 1811, in the Hertzog Collins Collection, Missouri Historical Society 
Library, St. Louis, Missouri. 

™% Zadok Cramer, Cramer’s Pittsburgh Magazine Almanack for 1809, p. 29; Star 
(Raleigh, North Carolina), September 27, 1810; Supporter (Chillicothe, Ohio), 
February 2, 1811, from the Commonwealth of Pittsburgh. See also correspondence 
of James Wier, especially during 1808 and 1809, Letter Book of James Wier in the 
Draper Collection of the Wisconsin Historical Society. 

*s There are many contemporary references to this trade. For interesting state- 
ments regarding it see Carthage Gazette (Carthage, Tennessee), March 22, 1811; 
Palladium (Frankfort, Kentucky), January 28, 1808; Kentucky Gazette (Lexington, 
Kentucky), December 8, 1807; and Ohio Centinel (Dayton, Ohio), December 13, 
1810, 

© Kentucky Gazette (Lexington, Kentucky), January 9, 1800, and F. A. Michaux, 
Travels to the Westward of the Allegany Mountains, Etc. (London, 1805), p. 73. 
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with, flatboats must be built at no little trouble or bought by the 
farmer who typically lived not far from some small tributary of 
the Ohio River."’ Then the flats must be ready and loaded to 
take advantage of the first high water. This part of the journey, 
often several hundred miles down small tributaries to the Ohio, 
was full of hazards. If the waters were at flood, the boats often 
became unmanageable, and there was loss of boat and cargo. If 
the season was unusually dry, the flat might never even get start- 
ed for market. If the rains were of too short duration or the trip 
delayed a few days too long, the river might go down before the 
Ohio was reached and flatboats be caught high and dry on sand- 
bars, there to remain for months while their cargoes spoiled and 
their owners returned to their farms to raise more produce which 
must again run similar risks. 

The perils of the trip down the Ohio and Mississippi can be 
hardly more than suggested. No river improvements had yet 
been made. Snags and bars were a constant menace. Travel at 
night, especially over the most dangerous sections, was extremely 
perilous; yet the river was liable to such sudden changes in the 
height of its water that tying up to the bank for the night might 
mean, at best, delay, at worst, loss of the entire cargo. 

As the end of the journey approached, new dangers arose. 
The wideness of the river, combined with the frequency of storms 
accompanied by strong winds, was often fatal to the low-sided, 
wallowing flats. Every storm took its toll of these clumsy 
craft. If it was accompanied by rain, the cargo of flour or cotton, 
tobacco or cordage, might be ruined by water. If other hazards 
were avoided, the warm and humid climate of the south might 
cause the flour or pork to spoil before the market was reached. 

But physical hazards were not all. From Cairo to Natchez 
the trip was made through a wild, unsettled region. Indians, and 

*7 If the flatboat was bought, it cost from fifty dollars to more than twice that 
figure. It was an operating expense, for at New Orleans flats were abandoned or 
broken up and sold for lumber. Palladium (Frankfort, Kentucky), July 15, 1802; 
J. S. Bassett (ed.), Correspondence of Andrew Jackson, I, 94; Christian Schultz, 
Travels on an Inland Voyage (New York, 1810), I, 132 and 138; John Melish, 


Travels in the United States of America, in the years 1806 and 1807, and 1809, 1810, 
ond 1811, Etc. (Philadelphia, 1812), II, 85, and F. A. Michaux, of. cit., p. 224. 
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more especially renegade whites, preyed on the river trade. River 
pirates throve, and their exploits have become legendary. 

The crew of each flat numbered from three to five men. They 
must be paid for their services and supplied with food on the 
journey. If the farmer accompanied his own shipment, as was 
often the case, he must be absent for months from his farm. If he 
left home in December or January (most started even later), he 
was fortunate if he got to market, disposed of his cargo, and re- 
turned safely by land over the robber-infested Natchez trace in 
time to plant his crops for the next season. Many, indeed, never 
returned, for the Ohio Valley farmers were especially susceptible 
to the fevers common in the lower Mississippi. Each year as 
spring advanced into summer Natchez and New Orleans were 
full of flatboat men too sick to attempt the journey home and for 
whom no hospital facilities were available.” 

The same difficulties of transportation which hindered western 
producers from getting their surplus to market made the bringing 
in of their imports very costly. Though self-sufficing to a con- 
siderable extent, the frontier was dependent upon the eastern 
states and foreign countries for a great variety of products, in- 
cluding most manufactured goods. For example, the letter books 
of James Wier, a leading merchant of Lexington, Kentucky, show 
that he imported coffee, tea, sugar, chocolate, prunes, spices, 
wines, needles, velvet ribbons, muslins and other kinds of cloth, 
men’s slippers, crockery, lead, brimstone, glue, and a host of 
other commodities which even the unpretentious people of the 
frontier regarded as necessary to their happiness. 

Except to ports on the lower Mississippi, such as Natchez and 

8 A wealth of contemporary material exists on the conditions of the early river 
trade. Many interesting descriptions are to be found not only in the correspondence 
of James Wier and Andrew Jackson referred to above but also in the writings of 
early western travelers such as John Bradbury, Fortescue Cuming, H. B. Fearon, 
Timothy Flint, Henry Ker, John Melish, and Christian Schultz. Illuminating side 
lights on the river trade are to be found in the following: Palladium (Frankfort, 
Kentucky), April 8 and 22, 1802, and March 17, 1808; Ohio Centinel (Dayton, 
Ohio), August 9, 1810, and May 15, 1811; Scioto Gazette (Chillicothe, Ohio), August 
12, 1805; and the Mississippi Herald and Natchez Gazette (Natchez, Mississippi 


Territory), September 23, 1806. Most valuable of all perhaps are the New Orleans 
customs records in the Library of Congress. 
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New Orleans, importations up-river remained relatively small 
until the advent of the steamboat. Forcing a barge up the Mis- 
sissippi was a peculiarly difficult task. Not only was the current 
strong and treacherous, but the river bottom was often too soft 
for poling and the banks unsuited for towing. Every device then 
known for forcing a craft through water was attempted. Oars, 
sails, setting poles, treadmills operated by horses, ‘“bush-whack- 
ing,” and the cordelle, all were tried, and still the journey re- 
mained so slow, arduous, and uncertain that the passage from 
New Orleans to Louisville took three months and freight charges 
were from three to five times as high as down-river rates.” 

Little wonder, then, that despite the inherent difficulties of 
land transportation most western imports were hauled three hun- 
dred miles by Conestoga wagon to Pittsburgh or Wheeling and 
then floated on the rivers often several hundred miles farther to 
local distributing centers. But the burden upon the frontier was 
great which ever route was used. The cost of carriage over the 
mountains is illustrated in the dealings of the Lexington merchant 
mentioned above. In 1808 he appears to have paid a little over 
two hundred dollars to have two wagon loads of goods brought 
from Philadelphia to Pittsburgh.” 

The fact emerges from a survey of the physical conditions of 
the overland and river trade that the frontier suffered a severe 
handicap by reason of transportation difficulties. It has been in- 
sufficiently appreciated that, in point either of time or cost of 
carriage, Philadelphia was in the first decade of the nineteenth 
century nearer to Liverpool, Lisbon, or Havana than it was to 
Chillicothe, Lexington, or Nashville.” 

79 One of the best descriptions of the difficulties of this up-river trade is to be 
found in Timothy Flint, Recollections of the Last Ten Years, pp. 91-92. Down-river 
rates were usually given as a cent or a little more a pound. See Tennessee Gasette 
(Nashville, Tennessee), February 18, 1801; Wier, op. cit., James Wier to Thomas 
Fitzpatrick, Lexington, Kentucky, February 23, 1805; Christian Schultz, op. cit., I, 
186-87. Up-river rates from New Orleans to both Tennessee and Kentucky as 
quoted in the Louisiana Gazette of New Orleans were ordinarily five cents a pound. 

*” Wier, op. cit., James Wier to Abner Barker, Lexington, Kentucky, September 
10, 1805. 

* Freight rates from Philadelphia and Baltimore to Pittsburgh were usually 
given as $5.00 per hundred or even higher. Shipments to Lexington cost $7.00 or 
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Slow and unreliable communication of market information als 
added to frontier difficulties. This was due in part to the obstacl 
to travel emphasized above and in part also to the undeveloped 
trade organization of the frontier community. For news of market 
conditions the western merchant or farmer depended upon prices 
current either printed in the newspapers or communicated pri- 
vately by letter. By 1510 the good-weather time for post riders 
from Philadelphia to Lexington was still at least two weeks. 
From New Orleans letters could, under favorable conditions, be 
delivered in Kentucky in twenty-five days.” Obviously the slow 
movement and frequent delays of the mails were of great disad- 
vantage to those who shipped goods down the Ohio, for, as a 
result, they had to select their cargoes in the light of market in- 
formation already nearly a month old, in addition to shipping 
goods which would, in all probability, be at least four or five 
weeks in getting to market. 

This handicap was made all the more serious by the presence 
of eastern speculators. The editor of the Kentucky Gazette com- 
plained that because of the slowness of the mail: 

A speculator . . . . can hasten [from Philadelphia or New Orleans]... . 
purchase our production on his own terms, and lay the whole western country 
under contribution . . . . before we can have any information as to the change 
in price of produce in the markets of those places . . . . fortunes have often 
been made in this way . . . . when the loss of a battle, the death of a Bona- 
parte, or the fall of a minister of state, may change the course of business, 
and improve or depress markets.”3 


The undeveloped financial organization of the West can hardly - 
be more than mentioned here as still another of those factors 
which contributed to the fundamental economic difficulties of the 
frontiersman. A scarcity of money often existed for the payment 
of taxes or to meet the ordinary needs of trade. Barter, every- 
where common for small payments, was almost the only mode of 


$8.00 and to Cumberland $9.00 or $10.00 per hundred pounds. See for example, 
American State Papers, Miscellaneous II, 117; John Melish, op. cit., II, 52; Farmers 
Register (Greensburg, Pennsylvania), September 1, 1804; and Letter Book of Joseph 
Hertzog, Joseph Hertzog to Christian Wilt, Philadelphia, March 20, 1811. 


» Kentucky Gasette (Lexington, Kentucky), October 9, 1810. %3 Ibid. 
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change in the more remote settlements.* Public officers’ re- 

eipts and land warrants were commonly issued by the frontier 
states; and, although helping somewhat to make up for the scar- 
city of other media, they were often unsatisfactory because sub- 
ject to depreciation.’ 

Banking facilities developed beginning with the establishment 
of the Kentucky Insurance Company in 1802.” But, for most of 
the West, banks were just getting well started by 1812. Despite 
help from merchants who dealt in exchange and branches of the 
First Bank of the United States which were set up at Pittsburgh 
and New Orleans, payments at a distance were often costly and 


difficult to make.” 
Probably more serious than the imperfect financial machinery 


*4 See, for example, Scioto Gazette (Chillicothe, Ohio), October 1, 1803; Dayton 
Repertory (Dayton, Ohio), December 14, 1809; Naiches Gazette (Natchez), October 
17, 1811; and Marshall to Bosseron, Vincennes, June 7, 1800. Lasselle Collection, 
Indiana State Library. For an example of the almost complete absence of money in 
the more isolated regions, see Jonathan S. Findlay to James Findlay, Natchez, 
November 24, 1805, “Selections from the Torrence Papers,” Quarterly Publications 
of the Historical and Philosophical Society of Ohio, TV, 108-9. Major William Stanley, 
when he was about to start on a trip down the Ohio River, made this matter of fact 
notation in his diary: ‘‘sell my horse for 650 lbs. Bacon” (‘‘The Diary of Major 
William Stanley, 1790-1810,” Quarterly Publications of the Historical and Philosophi- 
cal Society of Ohio, XTV, 29). 

*5 Stewart's Kentucky Herald (Paris, Kentucky), December 16, 1805; Independent 
Gasetteer (Lexington, Kentucky), June 14, 1805; Western Herald (Steubenville, 
Ohio), December 27, 1806; and Western American (Bardstown, Kentucky), April 
5, 1805. See also C. C. Huntington, ‘‘A History of Banking and Currency in Ohio 
before the Civil War,” Ohio Archaeological and Historical Society Quarterly, XXIV, 
262; and R. T. Durrett, “Early Banking in Kentucky,” Proceedings of the Kentucky 
Bankers’ Association, 1892, p. 37. 

* The original act chartering the Kentucky Insurance Company may be found 
in the Kentucky Gasetie (Lexington, Kentucky), January 18, 1803, and in Acts of 
Kentucky, 11 Ass., 1 Sess., pp. 149-59. Although, as the name implies, this company 
wrote marine insurance, it does not appear that most western farmers insured their 
river shipments. See Palladium (Frankfort, Kentucky), April 10, 1806, and Lowisi- 
ana Gaszelte (St. Louis, Missouri), August 16, 1810. 


27 Notes on eastern banks often brought a premium on the frontier because of 
their superiority to specie in making distant payments. Western merchants found 
it necessary at times to assume the risk and expense of transporting the heavy silver 
specie over the mountains. Palladium (Frankfort, Kentucky), January 12, 1805, 
and March 6, 1806; F. A. Michaux, of. cit., pp. 157 ff.; Charles Cist, The Cincinnati 
Miscellany, I, 6; Fortescue Cuming, ‘‘Sketches of a Tour to the Western Country, 
Etc., 1807-1809” in Thwaites’ Early Western Travels, IV, 183-84. 
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was the scarcity of capital. The settlers did not bring much capi-” 
tal with them, nor had the country been settled long enough to 
develop its own surplus. As yet little eastern capital flowed west- 
ward except as Atlantic merchants gave long credits to their fron- 
tier customers. The complaint of scarcity of money so frequent- 
ly found in western newspapers no doubt often arose in reality 
from a scarcity of capital. Even in western Pennsylvania, one of 
the earliest settled portions of the West, the farmers did not, ac- 
cording to a newspaper account, have capital to invest even in 
such needed improvements as turnpikes.* 

Finally, as a new, extensive, and sparsely settled region, the 
frontier suffered, as we should expect, from an imperfectly devel- 
oped business and marketing organization. Importing was large- 
ly in the hands of small firms, usually partnerships, which were 
dependent upon Philadelphia or Baltimore merchants for long- 
term credits. As time went on, the function of receiving and for- 
warding goods was placed more and more in the hands of com- 
mission houses at such centers as Pittsburgh and Cincinnati. 
But for many years these small-scale western merchants common- 
ly carried out the whole process, purchasing in Philadelphia, 
superintending transportation to the frontier, storing, retailing, 
and carrying back to the Atlantic Coast money, bills of exchange, 
or, more rarely, west-country produce.” 

But especially in the disposal of his exportable surplus did the 
frontier argiculturist suffer from lack of adequate marketing ma- 
chinery. In order to get his produce to market, the farmer had 
often to assume the risk of carrying his own produce to New Or- 
leans and there disposing of it as best he could. In the words of 
a contributor to the Frankfort Palladium the producer became 
“a navigator, and a trader.”” 

% Commonwealth (Pittsburgh, Pennsylvania), May 28, 1806, and Western Spy 
(Cincinnati, Ohio), November 10, 1802. A Kentuckian stated in 1805 that private 
lenders received from 10 to 50 per cent on loans. Independent Gasetteer (Lexington, 
Kentucky), June 14, 1805. 

»» See the correspondence of James Wier and Andrew Jackson referred to above, 
also Christian Schultz, op. cit., Il, 22; Morris Birkbeck, Notes on America (2d ed., 
London, 1818), pp. 89-90, and Henry B. Fearon, Sketches of America, Etc. (2d ed., 
London, 1818), p. 231. 


Pa a 10, 1806. See also Western American (Bardstown, Kentucky), March 29, 
1805. 
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Had this farmer-trader found a well-organized market at 
Natchez or New Orleans, he'‘might not have fared so badly when 
he arrived at the lower river port. But one who had probably 
engaged in this trade himself wrote: 

He there meets with strangers—his time is precious—new expences ensue 
—the climate is unfriendly both to his own health, and the preservation of 
his cargo. The market may be dull—he cannot wait—he sells of necessity 
at what he can get, and he returns home after a long and fatiguing journey, 
with but little money, and less health 

. when the whole profit and loss is summed up, there are few I be- 
lieve who do not find it a bad business. What is here said of the adventuring 
farmer, may be applied to all exporters on a small capital.3 


Especially disadvantageous must have been what the writer 
quoted above described as “the want of some established mode 
of doing business between the citizens and traders.” Is it surpris- 
ing that the farmer-adventurer often made hurried and bad bar- 
gains at New Orleans? In a market glutted with produce, he was 
a stranger, often unused to the forms of trade and ignorant as to 
the state of the market. Fearful of the oncoming “sickly season” 
or even of “the danger of robbery and assassination,” he sold 
quickly for whatever he could get and returned to Kentucky to 
tell of the “unprincipled speculators” and “rapacious agents”’ at 
New Orleans or to attribute the low prices to combination among 
the purchasers.** 

Complaint that west-country merchants did not help the farm- 
ers to market their produce was repeatedly voiced in western 
newspapers; and when a merchant did engage in exporting farm 
produce down the rivers, he was hailed in the press as a public 
benefactor. Numerous attempts were made to establish some 
agency which would be primarily concerned in marketing the 
farmers’ surplus produce. In Ohio a number of attempts were 


# Palladium (Frankfort, Kentucky), April 10, 1806. 

# Kentucky Gazette (Lexington, Kentucky), October 18, 1803, Aristides; and 
Palladium (Frankfort, Kentucky), April 15, 1802. 

33 See for example the Reporter (Lexington, Kentucky), December 5, 1809; 
Scioto Gazette (Chillicothe, Ohio), October 1, 1803; Clarion (Nashville, Tennessee), 
February 16, 1808; and Democratic Clarion and Tennessee Gazette (Nashville, Ten- 
nessee), August 10, 1810. 
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made to set up stock companies for this purpose. And at Nash- 
ville (1810) a newspaper published a long series of articles urging 
that the state take over the marketing function which, according 
to the writer, the farmer could not and the merchant would not 
assume.*S 

As a result, in part at least, of the absence of old, established 
firms and accepted ways of doing business, western products were 
usually poor in quality and bore a bad reputation. Ohio River 
Valley flour usually sold at New Orleans for several dollars less 
than the Atlantic product. A New Orleans merchant declared, 
“There is . . . . a manifest repugnance shewn by the merchants, 
to ship it to foreign markets, where the quality is always found 
inferior to that of the Atlantic States, and almost invariably 
proves rotten at the end of two or three months.”*”? Nor were 
other products much better. Kentucky producers were accused of 
putting up “everything that ever looked like tobacco.”’* Despite 
many attempts at state regulation, complaints were frequent of 
western corn and hemp and the “extreme bad quality” of Ohio 


4 Western Spy and Hamilton Gazette (Cincinnati, Ohio), August 17, 1803; Liberty 
Hail (Cincinnati, Ohio), August 29, September 26, October 3, 10, and 17, 1810. 

38s Democratic Clarion and Tennessee Gasette (Nashville, Tennessee), May 4- 
Oct. 26, 1810, series signed “A Farmer.” Of course, some down-river exportation 
was done by the west-country merchants, and even Philadelphia houses occasionally 
engaged in it. In so far, however, as the merchants did enter this trade, they con- 
fined their operations largely to cotton, tobacco, hemp products, and, in western 
Pennsylvania, to flour. Practically all exporting from New Orleans was done by 
local merchants and agents or factors for mercantile houses in Atlantic Coast 
cities or Great Britain. Mississippi Herald and Natchez Gazette (Natchez, Mis- 
sissippi Territory), July 26, 1805; Palladium (Frankfort, Kentucky), February 
10, 1803; Candid Review (Bairdstown, Kentucky), December 9, 1807; and New 
Orleans customs records, Library of Congress. 

3% Other factors, such as the crudeness of western flour mills and cotton gins, 
were of course important. Emphasis on quantity rather than fine quality is perhaps 
typical of frontier regions. 

37 Louisiana Gazette (New Orleans), August 8, 1806. It was reported from New 
Orleans that ‘‘the reputation of Kentucky flour, formerly bad enough, is this year 
ten times worse than ever, so much Weavel eaten flour; and even old flour with boles 
filled with fresh flour, has been sold here . . . .” (Kentucky Gazette (Lexington, 
Kentucky], June 21, 1803; italics in the original text). For other references to the 
inferior grade of this frontier product see for example, Pailadium (Frankfort, Ken- 
tucky), July 15, 1802, and February 4 and March 17, 1808. 


% American State Papers, Miscellaneous, I, 709. 
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Valley pork.” Baltimore merchants threatened to boycott Louisi- 
ana sugar producers unless their product was shipped in proper 
casks; and at Liverpool cotton importers deplored the presence 
of leaves, dirt, and considerable quantities of seed in bales of 
western cotton.” 

No one of the drawbacks described above nor all of them to- 
gether were necessarily fatal to western hopes, for, though diffi- 
culties are great and costs high, if prices are still higher, prosperity 
may yet be obtained. Still these difficulties surely tended to make 
the West of this period a sort of marginal area in relation to 
world-markets. When world-prices ruled high, Monongahela and 
Kentucky flour could be disposed of in competition with that 
from Virginia and Maryland. Likewise, when cotton and tobacco 
brought good prices, the Kentucky and Tennessee product could 
be sold along with that of the Atlantic states and still yield a 
profit to distant western farmers. But when markets were dull 
and prices falling, western producers not only saw the fading of 
their roseate hopes but often enough found themselves in desper- 
ate straits to secure necessary imported commodities or to 
meet obligations for land bought on credit when hopes ran high 
with prices. 

Free navigation of the Mississippi, unprecedented immigra- 
tion, and unusually high prices had brought a great wave of 
optimism to the West following 1803, despite the underlying 
’ difficulties just considered. The peak year proved to be 1805, 
but times were relatively good in 1806 and 1807 except for those 
parts of the West which were adversely affected by glutted mar- 
kets and lower prices for west-country provisions. Acute depres- 
sion did not come until 1808." The price situation of that year 
speaks for itself. Since 1805 the index of wholesale prices of 

3 See the Orleans Gazette (New Orleans), April 20, 1805; the Louisiana Gazette 
(New Orleans), August 8, 1806; Liberty Hall (Cincinnati, Ohio), April 9, 1808; and 
the Kentucky Gasette (Lexington, Kentucky), February 28, 1804. 

4 See the following New Orleans newspapers: Orleans Gasette, August 3 and 
a 18, 1805; Union, January 23, 1804; Louisiana Gasetie, September 23, 

# The building of seagoing ships at Ohio Valley river ports, which had generated 
tremendous enthusiasm earlier in the decade, had been proved an impractical ven- 
ture several years before the embargo. This ship-building boom is one of the few 
local matters upon which the student may find very full comment in the western 
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western products at New Orleans had fallen over 20 per cent. 
Except for hemp growers in Kentucky and infant manufacturing 
interests at Pittsburgh and Lexington, practically the whole West 
was prostrated.# 

Immigration into Ohio seems virtually to have ceased, and land 
sales north of the Ohio River were greatly reduced.“ Those who 
had previously purchased lands now found it impossible to meet 
their obligations. In a petition to Congress the legislature of 
Ohio stated: 

. . . . the unprovoked aggressions of both England and France, which 
could neither be foreseen or evaded, has so materially affected the whole 
commerce of the United States, that it has almost put a stop to our circulat- 
ing medium, and rendered the payment of the installments of the purchase 
money for the . . . . lands almost impracticable; forfeitures of interest for 
two, three and four years, are daily accruing.“ 


Stay-laws and relief for debtors were the rule in Kentucky, 
Tennessee, and Mississippi Territory, and depressed conditions 
were reported at New Orleans as early as April, 1807.” 


press. The authoritative study of this episode in Ohio Valley history is Archer B. 
Hulbert’s “Western Ship-Building,” American Historical Review, XXI, 720-33. 
Hulbert’s suggestion that the failure of the experiment was due to the embargo is not 
acceptable. The insuring of the right of deposit at New Orleans by the Louisiana 
Purchase, combined with the repeated disasters experienced in getting seagoing ships 
down western rivers, had brought about a decline certainly before the embargo 
and probably as early as 1805. 

# Probably Kentucky suffered less from the embargo than other parts of the 
frontier. See Samuel G. Adams to Harry Innes (?), Richmond, July 15, 1809, 
Harry Innes Papers, Vol. XX1, Library of Congress, and the author’s Prices in the 
Mississippi Valley referred to above. 

4 Jarvase Cutler, A Topographical Description of the State of Ohio, Indiana 
Territory, and Louisiana, Etc. (Boston, 1812), p. 11; Liberty Hall (Cincinnati, 
Ohio), July 11, 1810; Daniel Drake, Joc. cit.; and American State Papers, Finance, 
Vol. II, passim. On May 7, 1808, a resident of Marietta, Ohio, wrote that no land 
could be sold at that place ‘on account of the scarcity of money & the stoppage of 
business.” Rufus Putnam to John May, Marietta, John May Papers, Western 
Reserve Historical Society Tract No. 97, p. 202. 

“ Acts of Ohio, 7 Ass., 1 Sess., pp. 222-23. 

4S Palladium (Frankfort, Kentucky), February 16, 1809; Senate Journal, Ten- 
nessee, 7 Ass., 2 Sess., pp. 6-8; Annals of Congress, 10 Cong., 2 Sess., 1246; and 
Weekly Chronicle (Natchez, Mississippi Territory), October 12 and December 14, 
1808. 

* Palladium (Frankfort, Kentucky), June 11, 1807, see a copy of a letter from 
Sanderson and White. New Orleans Commission merchants dated April 6 1807. 





486 GEORGE ROGERS TAYLOR 


Two main remedies for the situation received increasingly en- 
thusiastic support from the frontiersmen in the period of falling 
prices and hard times, which began for parts of the West as early 
as 1806, became general by 1808, and continued down to the War 
of 1812 with but partial and temporary relief in 1809-10. One was 
the development of manufactures; the other was forcing the Euro- 
pean powers to repeal their restrictions on our foreign commerce. 
Of course, still other remedies were advocated from time to time. 
Occasionally, some one saw clearly enough that fundamental dif- 
ficulties of marketing, of transportation, and of business and 
financial organization must be overcome.* Some violent partisans 
believed all would be well if only the Federalists might be re- 
turned to power and the national government thereby saved “from 
the incapacity . . . . of our own rulers, and the want of that pure 
patriotism” which distinguished the time of Washington.“ Even 
the moralists were present to attribute economic ills to the laxity 
of the laws and the absence of a feeling of moral responsibility 
on the part of the people.” These, and other solutions were sug- 
gested, but the two most popular measures of relief were those 
intended to stimulate manufactures and those designed to force 
Great Britain to modify her commercial system. 

The enthusiasm for manufacturing cannot be dwelt on here. 
The following statement from the Western Spy and Miami 
Gazette may be regarded as typical of this western attitude: 

Raise articles of produce, which can be manufactured, rather than such as 
require a foreign market; Rye to distill; Barley to brew; Flax and Wool to 
spin, rather than Wheat to ship. 

Above all observe the household manufactures of your neighbors. Observe 
the accounts of them in the newspapers. Immitate what you see manufac- 

Shew our foreign spoliators we can live in comfort without 
their finery.s° 

47 See for example, Democratic Clarion and Tennessee Gazette (Nashville, Ten- 
nessee), August 10, 1810, contribution signed ‘‘A Farmer’’; and Palladium (Frank- 
fort, Kentucky), April 10, 1806. 

4 Natchez Gazette (Natchez), October 17, 1811. 

” Louisiana Gazette (New Orleans), March 7, 1811. 

%® August 13, 1808; italics in the original text. See also for similar statements: 
Reporter (Lexington, Kentucky), September 8, 1810, and February 23, 1811, and 
Carthage Gazette (Carthage, Tennessee), April 25, 1811. 
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Our attention in this paper is centered primarily upon western 
attempts to mend their failing fortunes through supporting com- 
mercial coercion and war. An understanding of the course of 
frontier opinion in respect to these measures involves, first, a 
realization of the degree of support which the West gave to the 
Embargo Act of December, 1807, and, second, an appreciation 
of the importance of economic motives in prompting the West « 
to support a measure accompanied, as this one was, by widespread 
depression. An examination of the situation reveals that in his 
policy of commercial coercion President Jefferson received no 
more faithful support than that which came from western con- ’ 
gressmen. Almost to a man, they voted for the original act of 
December, 1807, which placed a general embargo on foreign 
trade; and they supported him loyally in the numerous measures 
which followed to make its operation effective. When, in Novem- 
ber, 1808, the House of Representatives by the very close count 
of fifty-six to fifty-eight voted to continue the measure in effect, 
the western members were solidly with the majority.* And the 
next spring, when others weakened, western congressmen stood 
out for the continuance of the embargo, or, failing that, for the 
adoption of a non-intercourse act. A westerner, George W. 
Campbell, of Tennessee, was one of the Senate leaders who held 
out most firmly against any loosening of commercial restrictions. 

On the whole, the citizens of the western states were just as 
enthusiastic for commercial restrictions as their representatives 
in Congress. Yet some frontier opposition did appear. At Pitts- 
burgh and Presque Isle (Erie) in Pennsylvania, and in parts of 
Ohio where some Federalism still survived (e.g., Dayton and Chil- 
licothe), newspaper writers vigorously attacked the measure.® 

Ss Annals of Congress, 10 Cong., 2 Sess., p. 500. 

* See for example, ibid., pp. 1475-87, 1499, and 1541. Matthew Lyon, of Ken- 
tucky, was the only western representative in Congress who opposed the embargo 
and deprecated talk of war with England. Annals of Congress, 10 Cong., 1 Sess., p. 
1222, and 2 Sess., pp. 1504-5. In spite of his early services to his party, his con- 
stituents were unwilling to have such a representative, and August 18, 1810, the 
Lexington Reporter announced that “the apostate Lyon”’ had failed of re-election. 
See also the Reporter (Lexington, Kentucky) for July 1, 1809. 

S On Federalism in Ohio before the War of 1812, see Homer C. Hockett, Western 
Influences on Political Parties to 1825, pp. 54-62. 
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In Kentucky, the Western World of Frankfort, a paper with an 
extremely small following, was the only one in the state antago- 
nistic to the embargo.“ As might be expected from the presence 
of commercial and shipping interests, some active disapproval 
appeared at New Orleans, where at least two of the newspapers 
attacked the measure.’ Even here probably the group opposed 
to the embargo formed but a small minority. Its size, however, 
may have been minimized by the intensely partisan Governor 
Claiborne, who wrote to Madison: “Two or three British Factors, 
and some violent Federalists censure the Embargo, but the better 
informed, and worthy part of Society, appears highly to approve 
the measure.” 

Despite the opposition noted above, the frontier was, as a whole, 
no less favorable to the embargo than its representatives in Con- 
gress. The commercial boycott had been successfully used against 
England in our earlier struggles, and it now seemd to westerners 
a natural and powerful weapon.*’ State legislatures, local politi- 
cal leaders, and public meetings expressed their enthusiastic ap- 
proval.* Most western newspapers printed articles which ardent- 


4 The attack on the embargo which one finds most often in these opposition 
papers is to the effect that the Democrats are ruining the country in an attempt to 
help the French. 

5S La lanterne magique and the Louisiana Gazette. 

% Claiborne to Madison, New Orleans, June 8, 1808, D. Rowland, ed., Official 
Letter Books of W. C. C. Claiborne, IV, 176. The suggestion in a New Orleans paper 
that the people of Orleans Territory were opposed to the restrictions on trade 
brought a vigorous denial in the Courrier de la Louisiane for June 3, 1808. 

s1In what was perhaps the first book of a political character printed in the 
Trans-Appalachian region, Allan B. Magruder advocated the so-called “Chinese 
policy” and expressed the belief that foreign nations could best be coerced by depriv- 
ing them of the benefits of commerce with us. Political, Commercial and Moral 
Reflections on the Late Cession of Louisiana to the United States (Lexington, 1803), 
pp. 56-65. The importance which the frontiersmen attached to our foreign relations 
may be illustrated by the assertion of a Kentucky farmer that “‘. . . . if our rela- 
tions with foreign countries go on well, we are likely to have good markets at home, 
especially during the continuance of a European War.” American Republic (Frank- 
fort, Kentucky), June 21, 1811. 

% See, for example, Mann Butler, A History of the Commonwealth of Kentucky 
(Louisville, 1834), p. 330; Acts of Ohio, 7 Ass., 1 Sess., pp. 223-24; Scioto Gazette 
(Chillicothe, Ohio), February 13, 1809; Acts of Kentucky, 17 Ass., 1 Sess., p. 129; 
Reporter (Washington, Pennsylvania), December 19, 1808; and the Carthage Gasette 
(Carthage, Tennessee), February 6, 1809. 
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ly championed the embargo.” Opinion was so united in its favor 
in Tennessee as to call forth the following statement: “We never 
witnessed a greater unanimity to prevail in any considerable dis- 
trict of country, and relative to any important question, than now 
prevails throughout the state of Tennessee respecting the meas- 
ures of the General Government. The voice of approbation is uni- 
versal.” Two months after the measure had been superseded by 
the Non-Intercourse Act, they were still drinking toasts to it in 
Vincennes.” Perhaps at that distant frontier outpost they had 
not yet learned of its repeal. 

Two American students, Professor L. M. Sears and Professor 
W. W. Jennings, have given special attention to the embargo of 
1808. Both emphasize the traditional hatred for England, and 
the former specifically denies the significance of economic factors. 
Approval of the embargo, he tells us, was the result of the “simple 
trust” in Jefferson which filled the hearts of southern Democrats. 
As for the approval which was given the embargo in Mississippi 
Territory, Sears regards it as the pure flower of disinterested 
logic.” 

It cannot be denied that traditional attitudes and party loyalty 
played some part in determining western support for the embargo. 
To some extent the westerner was playing the réle of a good Demo- 
crat and supporting his president. In part he was acting as a 
good patriot and a high-spirited frontiersman who resented in- 
sults to the national honor either by France or England. The 
traditional friendship of Democrats for France doubtless made 
the westerner quick to resent untoward acts by Britain and slow 
to see evil in the French aggressions. But these explanations are, 
at most, not the whole story, for an examination of western opin- 
ion clearly indicates that the support which was given the em- 

% Western Sun (Vincennes), August 13, 1808; Mississippi Messenger (Natchez), 
February 4 and March 24, 1808; Political Theatre (Lancaster, Kentucky), December 
10, 1808; Wilson’s Knoxville Gazette (Knoxville, Tennessee), May 13, 1808; and 
Commonwealth (Pittsburgh, Pennsylvania) March 16, 1808. 

% Carthage Gazette (Carthage, Tennessee), February 6, 1809. 

* Western Sun (Vincennes), July 8, 1809. 


® Louis Martin Sears, Jefferson and the Embargo, pp. 100 and 126; and W. W. 
Jennings, The American Embargo, 1807-1809, pp. 201-2. 
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bargo on the frontier had in it a considerable element of economic 
self-interest. 

The western farmer was quite willing to admit his lack of in- 
terest in the carrying trade. Even impressment of seamen, though 
to be deplored, did not seem to him very important.® But he did 
want adequate markets and good prices for his produce, and these 
he believed impossible so long as Great Britain restricted the 
West Indian market, forbade direct trade with the Continent, and 
placed exceedingly burdensome duties upon American imports 
into Great Britain. In the eyes of the western farmer, the depres- 
sion of 1808 was primaily the result of the belligerents’ decrees 
and orders in council, not of the embargo which he regarded as a 
highly desirable act, designed as a measure of retaliation to force 
the abandonment by foreign nations of their destructive inter- 
ference with the marketing of our surplus products. ““‘Who now 


oF blames the embargo?” demanded a Cincinnati editor. “Who con- 
e 


ae siders it a matter of French interest or procurement? Who does 


PM not allow it to be a saving measure? . . . . The embargo was pro- 
duced by the foreign belligerent powers. They made it wise, just 
and necessary. They made its continuance necessary.’ 


In Congress western representatives made no effort to conceal 
their economic interest in the embargo. Said Senator Pope of 
Kentucky, in stating the very core of the argument in defense 
of this measure: 


What, Mr. President, is our situation? . . . . The dispute between us 
and the belligerents is not about the carrying trade, but whether we shall be 
permitted to carry our surplus produce to foreign markets? The privilege of 
carrying our cotton to market, is one in which, not only the growers them- 
selves are interested, but one which concerns every part of the nation. 


He then went on to show that if the embargo were taken off while 
the orders in council remained in force, cotton would be confined 
alone to the British market and the price would fall to a ruinously 

% Annals of Congress, 10 Cong., 2 Sess., pp. 204-6; Reporter (Lexington, Ken- 
tucky), October 3, 1808, and Kentucky Gasette (Lexington, Kentucky), August 30, 
1808. 


% The Western Spy and Miami Gasette (Cincinnati, Ohio), August 13, 1808. Ital- 
ics in original text. 
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low level. “The necessity,” he continued, “. . . . of resisting the 
British orders and forcing our way to those markets where there 
is a demand for the article, must be evident to every one who will 
consider the subject.” In conclusion he added that if England 
did not change her course war might be necessary. 

When the question of continuing the embargo was again de- 
bated in the spring of 1809, much was said of markets and prices 
by those favoring a continuance of restrictive measures. In argu- 
ing in the House of Representatives against the proposed repeal 
of the Embargo Act, George W. Campbell, of Tennessee, declared: 

. . though you relieve your enemy, you do not furnish any substantial 
relief to your own people. No, sir, I am convinced that, in less than three 
months from this day, should this measure succeed, produce will sink below 
the price which it now bears, or has borne for the last year. There are but 
few places to which you can go, and those will naturally become glutted for 
want of competition; and, in a short time, the prices will not pay the original 
cost. It will, therefore, afford no substantial relief. The relief, too, which it 
may afford will be partial, confined to certain portions of the Union, and not 
equally beneficial to the whole. Tobacco will find no market; cotton a tem- 
porary market only—for, although Great Britain will receive it, yet, as we 
have more on hand than she will immediately want, or can make use of, and 
as we cannot go to France, and our trade to the Continent will undoubtedly 
be interrupted by Great Britain, she has nothing to do but wait a few days, 
weeks, or months, and buy it at her own price.© 


If the inhabitants of Mississippi Territory gave, as has been 
held, a completely disinterested support to the embargo, one must 
conclude that their delegate in Congress failed somehow to under- 
stand the position of his constituents. George Poindexter, the 
delegate in Congress from Mississippi Territory, wrote the editor 
of the Natchez Chronicle that nothing could be gained by remov- 


% Annals of Congress, 10 Cong., 2 Sess., pp. 1592-93. The West was outraged 
not only that English restrictions should keep our goods from Continental markets 
but also that heavy duties should be levied on the most important of our goods 
marketed in her ports. A contributor to a Kentucky newspaper declared: “ . . . 
the fax in ’74 was imposed on the article of tea alone, & whilst we were colonies of 
that country—in 1808, it is imposed on every article of our commerce, and that too 
while we occupy the ground of an independent nation.” Palladium (Frankfort, 
Kentucky), November 3, 1808, from the Western World; italics in the original text. 

® Annals of Congress, 10 Cong., 2 Sess., pp. 1481-82. See also The Mississippian 
(Natchez, Mississippi Territory), February 2, 1809. 
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ing the embargo, for British taxes and trade restrictions would 
so limit the market for cotton as greatly to depress the price.” 

By the Non-Intercourse Act, which superseded the Embargo 
Act in the spring of 1809, direct trade with England and France 
and their colonies was prohibited. Although there was nothing 
now to stop an indirect trade with England, the British orders in 
council still kept American produce from reaching the Continent. 
On the whole the West did not like the change, and their repre- 
sentatives were right in predicting that such partial opening of 
trade would glut markets with our products and bring prices still 
lower. Poindexter denounced England’s attempt to monopolize 
world-trade and “tax the product of our farms when exported to 
foreign markets.” He even advocated war against her if neces- 
sary, and did not hesitate to recommend to his constituents that 
cotton be shipped immediately to England via a neutral port so 
as to get a fair price before markets were glutted.® 
— The course of events during the summer of 1809 was well cal- 
culated still further to inflame western hatred for Great Britain 
and convince the frontier farmers that their surplus could never 
be exported at a profit until England was somehow forced to 
permit free trade upon the seas. Prices, although somewhat im- 
proved, continued low as compared with pre-embargo years. The 
Spanish West Indies were now open to American trade; but as 
early as June 5, 1809, Havana, the most important Spanish port, 
was reported surfeited with exportations from New Orleans.” 
Erskine’s treaty (April 19, 1809) by which direct trade was to be 
reopened with England was, at least in some quarters, regarded 
with suspicion. If it should not result in opening trade with the 
Continent, it was held that there would be loss for us and gain 
for England. The editor of the Lexington Reporter wrote: 

What will be the price of our produce confined and concentrated totally 
in British warehouses? 

Where will be our carrying trade? Why, British merchants and British 

6 Weekly Chronicle (Natchez, Mississippi Territory), December 14, 1808, letter 
dated Washington, November 12, 1808. 

® The Mississippian (Natchez), May 1, 1809, Poindexter to his constituents, 
Washington, D.C., March 5, 1809. 

% Louisiana Gazette (New Orleans), June 27, 1809. 
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manufacturers will purchase our productions for the mere expense of shipping 
and the duties and commissions to London and Liverpool merchants! Our 
manufactures will be annihilated. Britain will have gained a most glorious 
victory 

What is become of the 100,000 hogsheads of Tobacco exported from the 
United States? 

Will Britain consume and manufacture all our cotton? 

No, not one tenth of our Tobacco—not one half of our Cotton; and our 
flour, our grain, our ashes, our staves, and every other property must center 
there, and be held as a pledge for our allegiance.” 

In July news reached the West of the extension of the British 
continental blockade and of the new duties to be levied upon 
cotton. The Reporter, while bitterly attacking England, held that 
her insults were the results of our weak policy. “Submission only 
encourages oppression,’”’ wrote the editor, “and Britain will follow 
up her blow, ’till our chains are fully rivetted.”’" Probably this 
writer’s attitude was extreme. Some westerners were inclined to 
look with considerable hope upon the Erskine arrangements.” 
But when, in the late summer of 1809, word was carried over the 
Appalachians that England had repudiated the acts of her minis- 
ter, the frontier was thoroughly aroused. Public gatherings were 
called for the denunciation of British perfidy. Editors joined in 
the clamor, and state legislatures sent communications to the 
president denouncing England and declaring their willingness to 
resort to arms.” 

The editor of the Lexington Reporter was not slow to drive 
home the moral. In a long analysis of the situation he said in 
part: 

The Farmer who is complaining of the low price of Cotton, of Tobacco, 
of any other produce cannot now be deceived of the real cause, he will not 


7” May 13, 1809; italics in the original text. 

™ Lexington, Kentucky, July 1, 1809. 

” Johnson of Kentucky, for example, was one of the chief supporters of the ad- 
ministration in its negotiations with Erskine. Annals of Congress, 11 Cong., 1 Sess., 
pp. 156-61. But most western representatives were not very enthusiastic. See ibid., 
pp. 187 ff. 

3 Carthage Gazette (Carthage, Tennessee), August 17, September 1, and Novem- 
ber 17, 1809; Independent Republican (Chillicothe, Ohio), September 8, 1809; 
Reporter (Lexington, Kentucky), September 9 and November 11, 1809; House 
Journal, Tennessee, 8 Ass., 1 Sess., pp. 147-49; Acts of Ohio, 8 Ass., 1 Sess., p. 347. 
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attribute it to embargo systems, or to French decrees, for French decrees 
were in full force when we so anxiously made the experiment of confining our 
trade to Britain, the farmers will see clearly that the orders in council 
prohibiting and interrupting all commerce to the continent is the only cause 
for his embarrassments. 

. . . « The farmer who wishes a market for his produce, must therefore 
charge his representative in Congress to cast off all temporising 


The winter of 1809-10 found hard times on frontier farms and 
western sentiment more bitter than ever against the British as 
the chief cause of the farmers’ troubles.** The attempt at com- 
mercial coercion had failed, but Congress was not yet ready to 
declare war. Beginning May 1, 1810, commerce was freed from 
the restrictive measures of our own government. On- the whole, 
conditions seemed on the mend in the following summer, and 
western farmers were busy harvesting crops which they hoped 
might be floated down the river to good markets in 1811. Some 
thought they perceived a promise of better times, while others 
saw no assurance of prosperity until foreign restrictions should 
be withdrawn.” 

But, instead of improving, conditions actually grew seriously 
worse during the next two years. Wholesale prices of western 
products were below even those of 1808 in the year before the 
war. In this new period of general depression on the frontier, the 
northern part of the Ohio River Valley appears to have suffered 
less than other parts of the West. Frequent newspaper notices of 
the building of flour mills in Ohio and increased advertising by 

% October 24, 1809; italics in the original text. See also Carthage Gazette (Carth- 
age, Tennessee), December 15, 1809. 

1s Carthage Gasetle (Carthage, Tennessee), December 15, 1809; Reporter (Lexing- 
ton, Kentucky), November 11 and December 30, 1809, and February 24, 1810; 
Independent Republican (Chillicothe, Ohio), February 8 and March 8, 1810; Liberty 
Hall (Cincinnati, Ohio), February 7, 1810. The plight of the settlers living west 
of the Great Miami River in Ohio may be regarded as typical. They could not, so 
they reported to Congress, make payments on lands which they had bought because 
(1) specie could not be commanded, (2) laws for the relief of debtors made it im- 
possible for them to collect payments which were due, (3) immigrants were no longer 


coming into the country and bringing money with them, and (4) there were no 
markets for their produce. Dayton Repertory (Dayton, Ohio), December 14, 1809. 

% Ohio Centinel (Dayton, Ohio), May 31, 1810; Kentucky Gasette (Lexington, 
Kentucky), July 31, 1810; Reporter (Lexington, Kentucky), June 15 and 30 and July 
14 and 21, 1810. 
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those wishing to buy wheat and flour indicates at least some 
optimistic sentiment. Also, advantage must have resulted from 
a considerable increase which now took place in the number of 
cattle and hogs driven eastward over the mountains.” Although 
some settlers still came via Kentucky or by the river route, the 
fact which now called forth newspaper comment was the large 
number of wagons bringing immigrants to Ohio which were to 
be met on the Pennsylvania turnpikes and on the Zanesville 
Road in Ohio.” Along with this new wave of immigration, 
land sales rose, though not to their pre-embargo peak. So, at least 
a temporary market must have been afforded for considerable 
quantities of country produce.” 

In so far as contemporary appraisals of the economic situation 
in this northern area are available, they show little or no reflec- 
tion of the favorable factors just noted. Dulness of business, scar- 
city of money, “poverty, disappointment, embarrassment,” “the 
present disasterous state of our affairs’—these are typical of 
contemporary statements. Taken along with what we know of 
the price situation, the disorganization of the Mississippi com- 
merce in the winter of 1811-12, and the fact that settlers on pub- 
lic lands were still petitioning for relief, the indications are that, 
although there was some promise of better times, the region north 
of the Ohio River was certainly not enjoying general prosperity 
in the year or two immediately preceding the war.” 

Judging from the extremely low prices brought by tobacco, 
hemp, and cotton, one might suppose that the frontier south of 

7” Muskingum Messenger (Zanesville, Ohio), November 24, 1810; Ohio Centinel 
(Dayton, Ohio), December 13, 1810; Supporter (Chillicothe, Ohio), March 30, 1811. 

% Ohio Centinel (Dayton, Ohio), December 13, 1810; Supporter (Chillicothe, 
Ohio), March 30, 1811; and the Muskingum Messenger (Zanesville, Ohio), November 
13 and December 18, 1811. 

7 American State Papers, Finance, Vol. Il, passim. 

8 See: William Rufus Putnam to John May, Marietta, Ohio, March 15, 1810, 
The John May Papers, Western Reserve Historical Society Tract No. 97, p. 211; 
Com».entator (Marietta, Ohio), April 3, 1810; Advertiser (Cincinnati, Ohio), June 
27, 1810; Ohio Centinel (Dayton, Ohio), March 7 and May 15, 1811; Wesiern Tele- 
graphe (Washington, Pennsylvania), July 18, 1811; James McBride to Mary Mc- 
Roberts, “‘Mississippi River, April 1, 1812,” Quarterly Publication of the Historical 
and Philosophical Society of Ohio, V, 27-28; and Acts of Ohio, 9 Ass., 1 Sess., pp. 
go-o1, and 1o Ass., 1 Sess., pp. 190-91. 
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the Ohio River suffered from a more serious depression than that 
to the north. The records clearly show this to have been the case. 
The Kentucky farmers, who had turned so enthusiastically to 
hemp culture in 1809 and 1810 that hemp had become the most 
important staple of the state, now complained even more loudly 
than those who produced wheat, cotton, or tobacco. There is 
hardly an issue of the Frankfort and Lexington papers which 
does not give voice to the despair and resentment of these un- 
fortunate frontiersmen. In spite of public resolutions and even 
co-operative action to keep up the price by refusing to sell (prob- 
ably one of the first efforts of this kind among American farmers), 
ruin was not averted and prices continued their disastrous de- 
cline.* 

In western Tennessee and Mississippi Territory where cotton 
was almost the only sale crop, the plight of the frontier farmers 
was most desperate of all. Tennessee cotton planters were re- 
ported in the fall of 1810 as so discouraged that to a considerable 
extent they had ceased the cultivation of their staple.” An able 
contributor to Nashville papers wrote: 

Ask a Tennessee planter why he does not raise some kind of crop besides 
corn! His answer is—if he were to do it he could get nothing for it—that he 
could not sell it for money, unless he carried it to Natchez or Orleans—and 
that was out of his power—therefore he was content to make just what 
would do him, (as the saying is.) Hence it is undeniable that the want of 
encouragement forms the principal cause of the indolence of our inhabit- 
ants." 

This was written in 1810. In the next year conditions were, if 
changed at all, worse; and “hardness of times and scarcity of 
money” continued to be the farmer’s story. 

As for Mississippi Territory, conditions there were also “very 
dull.’’*s Planters were heavily in debt for slaves as well as for 

8 See files of the Lexington Reporter and the Frankfort Palladium especially for 
January and February of 1811. 

82 Western Chronicle (Columbia, Tennessee), November 17, 1810. 

83 appa Clarion and Tennessee Gaselte (Nashville, Tennessee), Septzmber 
21, 1810. 

84 Carthage Gasette (Carthage, Tennessee), August 21, 1811. 
wen Palladium (Frankfort, Kentucky), November 8, 1811, from the Baltimore 

ig. 
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land, and in the autumn of 1811 they petitioned Congress to 
permit them to defer payments due on public lands because of 
“the severe pressure of the times” and the “reduced price of 
cotton.””* 

In Orleans Territory the picture was much the same except that 
cattle raisers in the central and western part of the territory and 
sugar planters along the river received fair prices for their prod- 
uce. But cotton growers were as hard pressed as elsewhere. 
And business at New Orleans experienced a severe crisis in 1811. 
The editor of the Louisiana Gazette declared: 

The numerous failures lately in this city, has not alone been distressing 
to the adventurous merchant, but it has in a great measure paralized com- 
merce, by destroying that confidence which is the grand key stone that keeps 
the commercial world together. This city is young in business, we have but 
few capitalists in trade amongst us, and a shock of adversity is severely felt.*7 


Increased bitterness toward Great Britain and a renewed de- 
termination to force her to repeal her commercial restrictions ac- 
companied the depression of 1811-12. But frontiersmen showed 
no desire to repeat the attempt at commercial coercion; past 
failures had shaken their faith in pacific measures. The new atti- 


tude is epitomized in the following toast offered at a Fourth of 
July celebration held at Frankfort in 1811: “Embargoes, non- 
intercourse, and negotiations, are but illy calculated to secure 
our rights Let us now try old Roman policy, and main- 


tain them with the sword.’™ 


Although it cannot be questioned that this toast expressed the 
predominant feeling of the West, the existence of an opposition 
must not be overlooked. Two western senators, one from Ohio 
and the other from Kentucky, cast ballots against the declaration 
of war. Letters to newspapers and editorial comments opposing 
a definite break with England are not uncommon in the Ohio and 
western Pennsylvania press. In Allegheny County, which includ- 


% Tbid., and Natchez Gazette (Natchez), October 17, 1811. 
8? March 7, 1811. 
8 American Republic (Frankfort, Kentucky), July 5, 1811. 


% The junior senator from Ohio was not present. His attitude toward the war is 
not known. See Muskingum Messenger (Zanesville, Ohio), July 1, 1812. 
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ed Pittsburgh, the peace party was actually in the majority.” 
Elsewhere in the Mississippi Valley, with the possible exception 
of New Orleans, where, as during the embargo, the Louisiana 
Gazette was outspoken in its attack on all administration policies, 
the opposition was of very little consequence.” 

Taking the frontier as a whole, the predominance of the war 
spirit cannot be doubted. All of the congressmen from western 
states voted for war, and the delegate to Congress from Mississip- 
pi Territory repeatedly showed himself an enthusiastic advocate 
of hostile measures toward Great Britain. Both the governor 
and the state legislature of Ohio took occasion publicly to approve 
the aggressive stand taken by the Twelfth Congress.” In a vote 
regarded as a test of the peace sentiment the rural elements in 
Pennsylvania showed themselves strongly for war.” 

In no part of the Union was the demand for war more clamor- 
ous or determined than in Kentucky.% The Reporter, which had 
long called for war, now demanded it more insistently than ever, 
and the other papers of the state followed its lead.** Before Con- 
gress met in the autumn of 1811 the Georgetown Telegraph de- 
clared: ‘‘We have now but one course to pursue—a resort to arms. 


This is the only way to bring a tyranical people to a sense of 
justice.”” And the next spring the editor of the Kentucky Ga- 


© Pittsburgh, Gazette (Pittsburgh, Pennsylvania), October 23, 1812. See also ibid., 
May 15 and 27 and September 18, 1812. 

* The Natches Gasetie of Natchez, Mississippi Territory, and the American 
Republic of Frankfort, Kentucky, were opposed to war, at least in the manner pro- 
posed by the party in power. 

9% Belmont Repository (St. Clairsville, Ohio), December 21, 1811; and Muskingum 
Messenger (Zanesville, Ohio), July 1, 1812. 

% Pittsburgh Gazette (Pittsburgh, Pennsylvania), October 23, 1812. 

% John Pope, of Kentucky, who voted against war with England paid the penalty 
for acting contrary to the clearly expressed wishes of his constituents. He was de- 
feated by an overwhelming majority when he came up for re-election in 1813. John 
Bowman to Stephen F. Austin, August 5, 1813, Annual Report of the American 
History Association, 1919, II, 227-28. 

95 See especially, Reporter (Lexington, Kentucky), November 2, 1811, and Janu- 
ary 11 and April 14, 1812. 


% Telegraph (Georgetown, Kentucky), September 25, 1811. 
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settle expressed the impatience of the frontier when he wrote: 
“  . . . we trust no further delay will now take place, in making 
vigorous preparations for War. Indeed those who believed Con- 
gress in earnest, expected a declaration of war long ago 

The Kentucky state legislature, which had declared itself ready 
for war at least as early as December, 1808, now insisted upon a 
break with England and condemned further “temporising.”™ 

To one familiar with the situation on the frontier in 1808-10 
it can hardly come as a surprise that, in the same breath in which 
the farmers deplored their ruined agriculture, they urged war 
against England. Both on the frontier and in the halls of Congress 
westerners now demanded war as a necessary measure for eco- 
nomic relief. 

When word of President Madison’s warlike message to the 
Twelfth Congress reached western Pennsylvania, the editor of the 
Pittsburgh Mercury declared himself attached to peace but if 
necessary ready to fight for commerce.” And at the other end of 
the frontier, Governor W. C. C. Claiborne, in his inaugural ad- 
dress before the Louisiana state legislature, declared: ‘The 
wrongs of England have been long and seriously felt; they are 
visible in the decline of our sea towns, in the ruin of our commerce 
and the languor of agriculture.’*” Perhaps the statements of the 
somewhat bombastic governor must not be taken too seriously. 
But the following by a Louisiana cotton planter seems to come 
directly, if not from the heart, at least from the pocketbook: 

Upon the subject of cotton we are not such fools, but we know that there 
is not competition in the European market for that article, and that the 
British are giving us what they please for it—and, if we are compelled to 


give it away, it matters not to us, who receives it. But we happen to know 
that we should get a much greater price for it, for we have some idea of the 


7 March 3, 1812. 

% Acts of Kentucky, 17 Ass., 1 Sess., p. 129, and 20 Ass., 1 Sess., pp. 252-54. 
For other expressions of frontier demand for war see for example: Mercury (Pitts- 
burgh, Pennsylvania), September 26, 1811; Commonwealth (Pittsburgh, Pennsyl- 
vania), April 14, 1812; Muskingum Messenger (Zanesville, Ohio), July 1, 1812. 

9° November 12, 1811. 

1 Charles Gayarré, History of Louisiana, The American Domination (New York, 
1866), p. 283. 
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extent of the Continent, and the demand there for it; and we also know 
that the British navy is not so terrible as you would make us believe; and, 
therefore, upon the score of lucre, as well as national honor, we are ready." 


In Kentucky even the editor of the lone Federalist paper the 
American Republic denounced foreign restrictions as the cause for 
the depressed prices for western produce. He differed from the 
Democrats only in that he blamed not England but France, and 
also, of course, the Democratic administration for the hard 
times."* But this editor had almost no popular following. His 
paper, which went out of existence in the spring of 1812, repre- 
sented little more than his own personal opinions." 

When aggressive action toward England seemed imminent 
late in 1811, the Reporter, which had advocated war to secure 
markets as early as 1809, printed an editorial saying: “It appears 
likely that our government will at last make war, to produce a 
market for our Tobacco, Flour and Cotton.’** And as Congress 
hesitated over the fatal step, the Reporter continued to clamor for 
war. In April a communication printed in that paper violently 
attacked England as the source of western difficulties and declared 
that western hemp raisers would be completely ruined by English 
measures."’S And the editor himself wrote in similar vein: 

We are . . . . aware that many circumstances combined to reduce the 
price of produce. The British Orders in Council, which still prevent the expor- 
tation of cotton, tobacco, &c. to the continent of Europe, are the chief—(at 
the same time confining every thing to their own glutted market) whilst those 
continue, the carrying trade will be very limited, and bear down consider- 
ably the consumption and price of hemp, yarns, &c." 


1 Time Piece (St. Francisville, West Florida [Louisiana]), July 25, 1811. 
102 American Republic (Frankfort, Kentucky), October 4, 1811. Also ibid., July 
19, 1811. 


3 Tt is interesting to note that the frontier opposition to the war in western 
Pennsylvania and Louisiana emanated not from the farmers but apparently from 
the commercial interests in Pittsburgh and New Orleans, and that in Ohio it came 
from a part of the West in which economic conditions were least depressed and in 
which a similar Federalist opposition to the embargo has been noted. 


14 Reporter (Lexington, Kentucky), December 10, 1811. 
~s Ibid., April 25, 1812. 
16 April 13, 1811; italics in the original text. Also ibid., February 23, 1811. 
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In what was perhaps the most curious and at the same time 
most revealing article to appear in the West, this same editor 
wrote: 

Should those guid representatives and guid members of the administra- 
tion support war measures after Britain has forced us into war, they support 
it only for popularity, and fear of public opinion. Not that their hearts are 
with their country—But with the British agents and U. States aristocracy. 
—But the scalping knife and tomahawk of British savages, is now, again 
devastating our frontiers. 

Hemp at three dollars. 

Cotton at twelve dollars. 

Tobacco at nine shillings. 

Thus will our farmers, and wives and children, continue to be ruined and 
murdered, whilst those half-way, guid, execrable measures and delays pre- 
ponderate. 

Either federal or democratical energy would preserve all.’ 

When it is remembered that the streets of Lexington were safely 
distant from the nearest conceivable point of Indian depredation, 
the editor’s reference to economic ruin and the depressed price of 
commodities appears somehow more sincere than his dramatic 
reference to danger of tomahawk and scalping knife. 

Nor did the economic aspect of the situation fail to find em- 
phasis in the debates at Washington. In the discussions there on 
declaring war, western congressmen repeatedly emphasized the 
economic argument. Said Felix Grundy, of Tennessee, a leader of 
the western War Hawks second only to Henry Clay: “. . . . in- 
quire of the Western people why their crops are not equal to 
what they were in former years, they will answer that industry 
has no stimulus left, since their surplus products have no mar- 
kets.’’*** And Samuel McKee, of Kentucky, expressed frontier 
exasperation with those who counseled delay, in the following 
words: 

How long shall we live at this poor dying rate, before this non-importation 
law will effect the repeal of the Orders in Council? Will it be two years or 
twenty years? The answer is in the bosom of futurity. But, in the mean- 
time, our prosperity is gone; our resources are wasting; and the present state 
of things is sapping the foundations of our political institutions by the de- 
moralization of the people.' 

%? Reporter (Lexington, Kentucky), March 14, 1812 (italics in the original text). 

8 Annals of Congress, 12 Cong., 1 Sess., p. 426. 9 Ibid., p. 508. 
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So much has been made of the youthful enthusiasm of the War 
Hawks, of their national feeling and keen resentment of foreign 
insults, that it may possibly appear to some that these western 
leaders were great hypocrites who talked of national honor but 
acted secretly from economic motives. By way of extenuation it 
may be suggested that national honor and national interest sel- 
dom fail to coincide. Furthermore, the western leaders made no 
secret of their “interests” even though they did have much to say 
of “honor.’’ Clay demanded vigorous measures against England, 
declaring that through failure to fight we lost both commerce and 
character. “If pecuniary considerations alone are to govern,” he 
said, “there is sufficient motive for the war.’’""° Three months 
later, when writing to the editor of the Kentucky Gazette assuring 
him that war would yet be declared, Clay did not hesitate to 
state in a letter which was probably intended for publication: 
“Tn the event of war, I am inclined to think that article [hemp] 
will command a better price than it now does.’ 

Confusion has sometimes arisen from the failure to realize that 
commercial privileges were as essential to those who produced 
goods for foreign exportation as for the merchants who gained 
by performing the middleman service. John Randolph did ac- 
cuse the Democratic majority in Congress of being the dupes of 
eastern merchants. But one has only to read the words of the 
southern and western advocates of war to find that their position 
was clear and straightforward enough. Said Felix Grundy: 

It is not the carrying trade, properly so called, about which this nation 
and Great Britain are at present contending. Were this the only question 
now under consideration, I should feel great unwillingness... . . to in- 
volve the nation in war, for the assertion of a right, in the enjoyment of which 
the community at large are not more deeply concerned. The true question 
in controversy, is of a very different character; it involves the interest of the 
whole nation. It is the right of exporting the productions of our own soil 
and industry to foreign markets.™ 


m0 Ibid., pp. 599-600. 

™ Clay to the editor of the Kentucky Gasetie, March 14, 1812, printed in the 
Kentucky Gasette (Lexington, Kentucky), March 24, 1812. 

™ Annals of Congress, 12 Cong., 1 Sess., p. 424. For the position of John Rhea, 
another Tennessee congressman, see ibid., p. 637. 
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Repeatedly this matter came up, and as often western repre- 
sentatives clearly stated their position. Henry Clay left the 
speaker’s chair to explain: 

We were but yesterday contending for the indirect trade—the right to 
export to Europe the coffee and sugar of the West Indies. Today we are as- 
serting our claim to the direct trade—the right to export our cotton, tobacco, 
and other domestic produce to market."3 


Too much has been made of Randolph’s charge against the 
War Hawks that they sought the conquest of Canada, and not 
enough of his declarations that western representatives were 
much influenced by consideration of their own advantage.™ It 
is true that pro-war Democrats of the coast states hurried to 
deny that their western colleagues were actuated by “selfish mo- 
tives.”""5 But Calhoun’s reply to Randolph is worth quoting, for, 
although apparently intended as a denial, it is actually an ad- 
mission of the charge. He is reported as saying: 

. . the gentleman from Virginia attributes preparation for war to 
everything but its true cause. He endeavored to find it in the probable rise 
of the price of hemp. He represents the people of the Western States as 
willing to plunge our country into war for such base and precarious motives. 
I will not reason on this point. I see the cause of their ardor, not in such base 
motives, but in their known patriotism and disinterestedness. No less mer- 
cenary is the reason which he attributes to the Southern States. He says, 
that the non-importation act has reduced cotton to nothing, which has pro- 
duced feverish impatience. Sir, I acknowledge the cotton of our farms is 
worth but little; but not for the cause assigned by the gentleman from Vir- 
ginia. The people of that section do not reason as he does; they do not attrib- 
ute it to the efforts of their Government to maintain peace and independence 
of their country; they see in the low price of the produce, the hand of foreign 
injustice; they know well, without the market to the Continent, the deep 
and steady current of supply will glut that of Great Britain; they are not 
prepared for the colonial state to which again that Power is endeavoring to 
reduce us." 


Not only were westerners accused of seeking war for their own 
economic advantage, but many held they were mistaken in be- 
lieving that war with England would bring them the results they 


™3 Ibid., p. 601. us Ibid., pp. 467-75. 
™ Ibid., pp. 450 and 533. 16 Tbid., p. 482. 
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sought. Federalists and anti-war Democrats repeatedly declared 
in Congress that war would not open markets or restore the price 
of hemp, tobacco, or cotton."’ These speeches, cogent as they 
often were, failed in their purpose of dissuading the frontiersmen 
from demanding war, but they are convincing evidence to us that 
the anti-war minority, no less than the majority which favored 
the conflict, recognized clearly enough the important relation of 
economic motives to the war spirit. 

As noted at the outset, factors other than those emphasized 
in this study undoubtedly played a part in bringing on the war. 
The expansionist sentiment, which Professor Julius W. Pratt has 
emphasized, was surely present." English incitement to Indian 
depredations and Spanish interference with American trade 
through Florida should be noted, as should also the fact that the 
frontiersmen sought every possible pretext to seize the coveted 
Indian lands. Restrictions on the carrying trade, even impress- 
ment of seamen, may have had some effect in influencing western 
opinion. No doubt the traditional hostility of the Republican 
party toward England played a part. Many veterans of the 
Revolutionary War had settled upon western lands, and time had 
not failed to magnify the glory of their achievements or to add to 
the aggressive ardor of their patriotism. 

But important as these factors may have been, the attitude of 
the western settler can hardly be evaluated without an under- 
standing of his economic position. He was, after all, typically an 
ambitious farmer who moved to the Mississippi Valley in order to 
make a better living. In the boom times following the Louisiana 
Purchase he had regarded the western frontier as a veritable 
promised land. Moreover, the fertile river valleys rewarded his 
toil with luxuriant harvests. But somehow prosperity eluded him. 
When, in spite of tremendous difficulties, he brought his produce 
to market, prices were often so low as to make his venture a 
failure. 


"7 See, for example, Annals of Congress, 12 Cong., 1 Sess., pp. 626, 674, 676, and 
710. 

"8 Expansionists of 1812 (New York, 1925); and “Western Aims in the War of 
1812,” Mississippi Valley Historical Review, X11, 36-50. 
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We know now that the farmers’ troubles were, in no small de- 
gree, fundamentally matters of transportation, of communica- 
tion, and of imperfect marketing and financial organization. But 
is it unexpected that in their disappointment (and not unlike 
their descendants of today who still are inclined to magnify politi- 
cal factors) they put the blame for their economic ills upon foreign 
restriction of their markets and supported the Embargo and Non- 
Intercourse acts as weapons to coerce the European belligerents 
to give them what they regarded as their rights? And when peace- 
ful methods failed and prices fell to even lower levels, is it sur- 
prising that the hopeful settlers of earlier years became the War 
Hawks of 1812? 


GEORGE ROGERS TAYLOR 
AMHERST COLLEGE 











THE STEVENSON PLAN: SOME CONCLUSIONS 
AND OBSERVATIONS 


OVERNMENTAL control of the export of raw materials 
is by no means as modern a development as recent his- 
tory might imply. The Romans, for example, forbade 

the export of iron to the countries of Western Europe lest it be 
used to arm the barbarians against Rome." Another case occurred 
when Henry III of England, following a dispute with the Countess 
of Flanders, placed an embargo upon the export of wool to Flan- 
ders as a means of crippling Flemish industry and so bringing the 
Countess to terms.” 

Early governmental restrictions such as these were usually de- 
signed to accomplish political ends. Modern cases of governmen- 
tal control of raw materials in peace time, whether in the national 
or the international sphere, have, on the other hand, usually been 
inspired by economic motives—ordinarily to realize monopoly 
prices. Discussion of these various controls still leaves much to 
be said with respect to effects, issues involved, economic sound- 
ness of such measures, and possible defenses against them. 

The following pages review these points with particular refer- 
ence to experience with one of the most famous cases of govern- 
mental control of a raw material, the Stevenson Plan for restrict- 
ing the export of crude rubber from British Malaya and Ceylon. 
This plan, as is well known, was enacted into law toward the end 
of 1922 and after a period of great apparent success came to an 
inglorious end six years later. The general effects of the Steven- 
son Act may be considered in three aspects—the effects on the 
producing countries, the effects on the principal consuming coun- 
try, and the effects on the principal investing country. 

The higher prices which accompanied? the passage of the Ste- 


* Gustave Legaret, Histoire du développement du commerce (Paris, 1927), p. 14. 
* David MacPherson, Annals of Commerce (London, 1805), I, 421. 


3 The course rubber prices would have followed without restriction is, of course, 
entirely conjectural. It has, therefore, seemed best to speak of the connection 
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venson Act brought a general improvement in the condition of the 
rubber estates in countries subject to restriction. This improve- 
ment resulted from larger sums becoming available for the proper 
care of the holdings and from the resting of the trees by reason 
of the reduced output. Costs of production per pound of rubber, 
on the other hand, were increased because certain fixed costs were 
distributed over a smaller total product. By holding all rubber 
producers down to much the same level, the law discriminated 
against the more efficient. They were also penalized through the 
fact that restriction prevented the weeding-out of the high-cost 
growers. 

The immediate effect of restriction upon labor in the restricted 
countries was slight, since the period of the slump in rubber 
prices, 1920-22, had already brought about a lowering of wages 
and a reduction in the number of coolies in the country. The high 
prices of 1925-26 led to a great increase in the number of immi- 
grants, but neither this nor agreements among the employers of 
labor to hold wages down were effective in preventing a rise in 
wages. This wage increase originated in the rubber industry but 
was extended to most other occupations as well. In addition, a 
number of strikes occurred, mostly outside the rubber industry, 
while other labor problems also arose, such as high turnover of 
labor and reduced efficiency of the individual worker. 

In the unrestricted areas growers derived all the benefits arising 
from the improved prices without the disadvantages—or possible 
advantages, as in the case of resting of the trees—resulting from 
the restriction of output. It was frequently alleged that over- 
tapping had become common in the Netherlands East Indies, 
but this seems doubtful. 

The standard of living of the natives both in restricted and in 
unrestricted countries was favorably affected by the higher prices 


between restriction and prices in these equivocal terms, although a part of the move- 
ment was certainly caused by the restrictive measures. 

‘ References to the sources, principally official, upon which these and other state- 
ments are based are given in full in the writer’s Governmental Control of Crude 
Rubber, published by Princeton University Press in January 1931 for the Interna- 
tional Finance Section, Walker Foundation, Princeton University. 
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for rubber that followed restriction.’ In British Malaya this im- 
provement was reflected in a reduction in criminal offenses and 
in increases in savings and remittances to foreign countries. Sim- 
ilarly, stimulation was given to the consumption of articles of 
diet, clothing, and luxuries. A rise in the cost of living resulted 
from higher prices of food and higher rents that followed the in- 
crease in immigration. The natives employed on rubber estates 
felt the higher costs least because of the fact that their living 
expenses are more or less fixed by the estate for which they work. 
The effects of restriction upon the quantity of rubber produced 
are uncertain. The share of the British countries in total world- 
production declined after 1923 as a result of the limitations upon 
their output and of the greater production in the Netherlands 
East Indies. Scarcity of trained labor when prices were at their 
highest made it impossible for estates to increase their output at 
the same rate that the exportable quota was increased. 
Smuggling from the restricted areas served to swell exports 
from the unrestricted countries and to reduce recorded exports 
from restricted countries. The high prices of 1925-26 led in some 
cases to a change in tapping practice, by encouraging the tapping 
of younger trees. But in restricted countries standard production 
would, in all probability, not have been produced even if the 
Stevenson Act had not been passed. This is partly because of the 
liberality with which standard production was assessed and part- 
ly because of the abandonments which would have occurred in 
the absence of restriction. The great increase in production in the 
Netherlands Indies was based principally on large plantings dur- 
ing the war, and most of this increase would have occurred even 
without restriction. While the effects of restriction upon the 
quantity of rubber produced during the life of the plan are there- 
fore conjectural, there can be no doubt that the supplies which 


5 In the unrestricted countries this increase in the standard of living appears to 
have been largely confined to the natives owning rubber holdings, but in the re- 
stricted countries a general rise in wages caused the laborers as well to share in the 
improved standard of life. 

6 While it is impossible to estimate accurately the amount of rubber smuggled 
out of restricted countries, all authorities are agreed that it formed a relatively 
small proportion of the total supply. 
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would otherwise have come on the market were very greatly 
reduced. 

Finally, the quality of the crude rubber produced appears to 
have been lowered somewhat, both because more urgent demand 
made buyers less strict as to quality and because of the greater 
profitableness of adulteration. 

The high prices which accompanied restriction served to stimu- 
late planting generally, but to a greater extent in unrestricted 
areas than in restricted; and native planting was stimulated more 
than estate planting. Steps were taken to encourage planting in 
other parts of the world. Two great projects were undertaken, 
both of which were direct answers to the policy of restriction. 
The first, financed by the Firestone interests, is located in Li- 
beria. Heavy plantings have already been made, but recent diffi- 
culties arising from relations with the local government, from 
labor conditions, and from the low price of rubber render the fu- 
ture of the venture decidedly dubious. The other, situated in 
Brazil and backed by Henry Ford, has not progressed far as yet. 
The attempts to make the United States partly or wholly self- 
sufficing through the production of guayule rubber met with 
scant encouragement, largely because of the lack of confidence in 
the product on the part of manufacturers.’ 

The effects of restriction, or of the high prices that ensued, 
upon other industries are to be observed more clearly in the case 
of the restricted countries by reason of their relative lack of di- 
versification in production. In agriculture the large profits real- 
ized on rubber led to the neglect of other crops in favor of rubber. 
The demand for laborers on rubber estates during 1925-26 handi- 
capped the forestry industries and to a certain extent tin mining, 
though the high prices prevailing for tin largely offset this. The 
general prosperity, based chiefly upon improved rubber prices, 
stimulated business generally and was reflected in increased earn- 
ings on the railways, in lower interest rates, and in strengthened 
government finances in both restricted and unrestricted countries. 

7 Guayule rubber is obtained from a small shrub indigenous to Mexico and the 


southwestern United States. Tests of the Bureau of Standards have indicated that 
its quality is technically as good as that of Hevea rubber. 
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The greater diversification of products in the unrestricted 
areas, the fact that other industries were more firmly established, 
and the fact that the improvement in the rubber trade covered 
a longer period than in the restricted countries combined to render 
the effects on other industries less marked, though the same tend- 
encies were felt. On the other hand, freedom from the limitations 
of the Stevenson Act made the unrestricted countries more suit- 
able for foreign investments, so that these were stimulated to a 
relatively greater extent. 

Foreign trade was somewhat more noticeably affected in the 
restricted than in the unrestricted countries. The total value of 
the foreign trade was greatly increased because of the higher 
prices of rubber. Export figures show indication of a checking of 
exports other than rubber, while imports were stimulated, though 
neither as much nor as quickly as exports. The articles imported 
reflected the rising standard of living resulting from the larger 
returns to rubber producers. 

The effects of the Stevenson Act upon the United States, which 
is the principal consuming country, concern particularly the peri- 
od of high prices in 1925-26. As a result of the rubber shortage 
prevailing at that time, an economy program was set on foot by 
the Department of Commerce and organizations of rubber and 
automobile users. Partly as a result of this program and partly 
merely because of the high prices, a considerable reduction in the 
consumption of tires occurred. Tire users appear to have profited 
permanently from these lessons in economy, so that subsequent 
demand for tires was relatively reduced. Thus, the measures may 
be regarded as having been somewhat costly from the standpoint 
of the manufacturer. Economies were also instituted by the 
manufacturers, but these were neither as comprehensive nor as 
lasting as might have been hoped. 

One of the most important effects of the higher prices pre- 
vailing at that time, was the stimulation given to the production 
of reclaimed rubber. The total volume produced rose from less 
than 60,000 long tons in 1922 to considerably over 180,000 tons 
in 1927. While low prices for crude rubber are unfavorable to this 
industry, a considerable amount of reclaimed rubber will continue 
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to be consumed, since for many uses it is fully as good as crude 
rubber and for still other uses the fact that certain chemicals 
are already contained in it makes it actually preferable. Various 
improvements in manufacturing technique seem also to have been 
stimulated, in part at least, by the higher prices prevailing under 
restriction. 

The year of high and rising prices for rubber, 1925, was a year 
of high profits for the manufacturers of tires. This was due to the 
stimulus given to sales by rising prices of crude rubber and to 
gains on appreciating inventories. Precisely opposite conditions 
the following year resulted in heavy losses to manufacturers. 

Because of the prevailing marketing practice whereby mer- 
chants calculate their profits as a percentage on their entire out- 
lay, the retail price of tires was increased by more than the ab- 
solute amount of the increased cost of crude rubber used in their 
manufacture. The decline in tire prices in 1926-27 was even more 
rapid than the decline in the price of crude rubber, largely be- 
cause of the reluctance of consumers to buy. This reluctance to 
buy was due to the restraining influence of falling prices of 
crude rubber which gave promise of still lower tire prices later, to 
the considerable stocks of tires on hand from the previous year, 
to the economy program put forward in 1925-26, and to claims 
made at the time of the Congressional investigation that manu- 
facturers had taken advantage of the rubber shortage to make 
unduly large increases in tire prices. 

The high prices paid for rubber imports in 1925-26 were re- 
sponsible for rubber becoming the principal import into the Unit- 
ed States, and by swelling the total value of imports these high 
prices helped to bring about a decline in the favorable balance of 
trade. The volume of exports of rubber products was affected in 
much the same way as the volume of domestic sales, being stimu- 
lated by the rising prices of 1925 and relatively checked by the 
falling prices of 1926. Restriction also led to the formation of a 
buyers’ pool among American manufacturers. This pool exerted 
a stabilizing influence on the price of rubber. 

The effects on the principal investing country, Great Britain, 
consisted principally in an increase in the value of rubber company 
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shares, which rose very materially in sympathy with rubber 
prices, and in higher dividends distributed to investors. While the 
complexity of British economic life makes it difficult to trace 
specific effects, the greater returns derived from rubber may be 
considered to have helped in the stabilization and maintenance 
of foreign exchange. 

A casting-up of gains and losses from the Stevenson Act would 
show the following items, some of which were inherent in the plan 
itself and some of which resulted from the higher prices that 
prevailed, particularly in 1925 and 1926. 


I. Garns 


. Improved condition of plantations 

. Improved scientific research 

. Better statistical data 

. More economical use of tires 

. Improvements in manufacturing and marketing methods 

. Fostering of the infant industry of reclaiming rubber 

. A possible saving in needed investment that might otherwise have been 
wiped out 


SI Aun & WN 


II. Costs 
. Cost of administration 
. Social cost of smuggling and evasion 
. Expenditures for the prevention of smuggling 
. Destruction of confiscated rubber 
. Higher cost of production because of restriction of output 
. Possible loss of rubber not tapped 
. Unwise investment in rubber production 
. Aggravation of overproduction 


I 
2 
3 
4 
5 
6 
7 
8 


This list omits the increase in export duties, increased mark-up, 
losses on inventories, and other items where the gain or loss was 
balanced by an opposite loss or gain to some other group. While 
these were very important from the individual’s standpoint, from 
a more general point of view they may be disregarded. 

It is impossible to weigh the various factors and arrive at an 
approximation of the net gain or loss from restriction. Neverthe- 
less, a glance will indicate that most of the gains here listed would 
appear to mark the natural course of industrial progress or the 
simple reaction to higher prices.’ It is altogether probable that 


* The effect upon the condition of plantations is the chief exception to this. 
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these developments would have taken place in the course of time 
even without restriction. The costs, on the other hand, were 
quite generally inherent in the restrictive measures. 

It is probable, therefore, that on balance the Stevenson Act was, 
by and large, disadvantageous. It is further possible that, despite 
the high profits realized by the growers during much of the period 
of restriction, in time the restrictive measures will prove to have 
been disadvantageous to the plantation industry itself. 

An analysis of the issues raised during the discussion over the 
Stevenson Plan is of interest for the light it throws on economic 
theory. One of these questions concerned the degree of similarity 
between export and import duties. The view of Americans rep- 
resenting the government and rubber manufacturers generally 
was that the two are entirely distinct, the argument being that 
the burden of an import duty rests upon the group which is 
responsible for its existence, so that the question is entirely one 
of domestic policy. The export duty, on the other hand, bears 
upon foreign consumers who have no influence in its enactment 
and no power to force its repeal. The British maintained that 
there is no essential difference between import and export duties, 
and indicated that they were willing to discuss export duties 
only if the United States were willing to discuss import duties. 

The objections of the Americans appear to have been to a par- 
ticular law rather than to export duties in general. If the British 
were to levy an export duty on certain other commodities, we 
may doubt whether the Americans would raise any objections 
whatever. Let us assume, for example, that a duty were to be 
levied on steel rails exported from Great Britain. British pro- 
ducers of rails would hardly be able to shift this tax to foreign 
consumers since there are many alternative sources of supply. 
If the effect of this tax were to raise the price of steel rails exported 
from England, foreign consumers would turn to these other 
sources of supply, including the United States, and so would 
stimulate our exports. If, as is more likely, the British were 
obliged to sell rails at the same price as before, the whole burden 
would rest on the levying country. 

Again, we may take the case of a British export tax on woolen 
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textiles. So far as the British were able to throw this burden on 
the foreign consumer because of qualities of these goods which 
foreign producers could not duplicate, the effect would be to sup- 
plement our protective tariff. Although this duty would throw 
some burden on our consumers, it would in all probability be re- 
ceived with enthusiasm by the very people who were in this in- 
stance bringing objections against the export duty on rubber on 
the ground that export duties im general are unfair. 

On the other hand, it is conceded by all respectable authorities 
on tariffs that the burden of many import duties is shifted in 
some degree upon the producers, and cases can easily be imagined 
in which the entire burden might, for a time at least, be shifted 
to them. Where at a given price a certain imported commodity 
is on the margin of being replaced by a substitute, the burden of 
an import duty on the commodity is almost certain to be shifted 
to the producing country when the supply is at all inelastic. Any 
substantial import duty levied by this country on jute, for exam- 
ple, would very likely lead to a pronounced substitution of cotton 
for jute in case the price of the latter should rise. Since the pro- 
ducers of jute are probably not in a position to turn their resources 
into other lines which would give them nearly as large returns, 
they would, in all probability, accept a lower price and bear the 
major burden of the duty. 

The case against import duties is, therefore, strictly com- 
parable with the case against export duties. The difference is not 
between import and export duties as such but between the cases 
chosen to represent each. The American view rested upon the 
obvious difference between duties on more or less monopolizable 
raw materials and duties on finished products. The fundamental 
features which determine where the burden of an export or an 
import duty will rest are the degree of inelasticity of demand 
and the extent to which supply is inelastic from the standpoint 
of expansion because of the absence of alternative sources of sup- 
ply. Thus, the demand for rubber is extremely inelastic, and this 
was coupled with an inelastic supply so that it was not possible 
for the consuming countries to satisfy their demands from other 
sources. As a result, the burden of the export tax could be shifted 
to the buyers. 
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The difference upon which the Americans insisted is rather a 
difference between a tax on a raw material for which there is no 
other adequate source of supply and a tax on a manufactured 
article. This distinction may reasonably be made since the possi- 
bility of securing an alternative source of supply for the latter is 
much greater than it is in the case of the former. In fact, it may 
be doubted whether any manufactured article can be subjected 
to monopoly control over an extended period of time except in so 
far as this is the result of the monopoly control of an essential 
raw material entering into its manufacture. The fabrication 
process cannot, in the long run, be subjected to monopoly; where- 
as monopoly may be possible in the production of a mineral or 
an agricultural product, the supply of which is limited by physical 
conditions. It is such a limitation that has permitted the control 
of diamond production for many years, but the discovery of new 
diamond fields has recently shown the difficulty of effecting mo- 
nopoly control when this limitation is removed or reduced. 

The manufactured article, furthermore, is presumably either 
in its final form or not far removed therefrom, whereas entire 
industries may depend upon the raw material. It would appear, 
therefore, that a tax on raw materials for which there are no other 
adequate sources of supply should be viewed in a somewhat differ- 
ent light from a tax on manufactured articles.” 

It must be admitted, however, that altruism has very little 
place in foreign trade. The truth of the matter seems to be that 
there, as in love and war, anything is fair. The justification of 
any commercial policy has been its supposed profitableness to 
the country responsible for it. Until a policy which lays more 


° The principal basis for temporary monopolization of the fabrication process is, 
of course, patents. 

” The control of any raw material is ordinarily more serious than the control of 
a manufactured product because of the dependent industries affected. However, 
demand for rubber is such that nearly as much will be consumed at a high as at a 
relatively low price. Industries engaged in the fabrication of rubber are less apt 
to have their operations curtailed by an increase in the price of the raw material 
than would be the case in an industry subject to a more elastic demand. A curious 
paradox results from such a situation: the more inelastic is the demand for the raw 
material, the greater may be the fluctuations in its price but the less will be the effect 
of such fluctuations upon dependent industries! This applies, of course, to the purely 
manufacturing operations apart from gains or losses on inventories. 
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stress on international good will than on immediate economic 
advantage can be widely developed, an appeal to equity is likely 
to be thrown out of court on the ground that the claimant does 
not come with clean hands. 

Another point of dispute between the British and the Americans 
concerned the question of discrimination. The former claimed 
that the United States was treated no differently from Great 
Britain since the British manufacturers were obliged to pay the 
higher price for rubber just as were the American manufactur- 
ers." The American view was stated at the Geneva conference 
in 1927: 

I am also wondering whether the fact that over 75% of the commodity in 

question is consumed in a non-producing country, while the country con- 
trolling the restrictions consumes but 7% of the total supply, might be looked 
upon as a discrimination.” 
The difference in the two points of view lies, clearly enough, in 
the fact that the British focused attention upon the individual 
consumer of rubber while the Americans considered the country 
as a whole. While it is true that the Stevenson Plan did not dis- 
criminate between individual consumers, it would seem to be en- 
tirely logical to regard the Stevenson Act as relating to trade be- 
tween countries, with the countries as units; and from this stand- 
point the United States was clearly most affected by any increase 
in prices which may have resulted from it. However, whether or 
not this discrimination was justifiable is another question. If we as- 
sume that consuming countries were under obligation to increase 
the return going to producers, there seems to be no reason why 
the United States should not have been expected to bear a larger 
share of the cost than other countries. It would be a matter of 
taxation according to ability, and the United States would nat- 
urally share more largely in any benefits to be derived by con- 
sumers from the improved condition of the growers. Most Ameri- 
cans, however, would have been inclined to deny the existence 
of any such obligation, as well as the probability of realizing any 
benefits. 

™ Sir Robert Horne in New York Times, January 3, 1926. 


™ Reports of the Geneva Economic Conference, 1927, Fifth Meeting Verbatim 
Report, p. 7. 
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There was also disagreement between the British and the 
Americans over the alleged difference between state-aided and 
private controls. The British declared that our trusts are as repre- 
hensible as any other form of monopoly and intimated that by 
permitting and even facilitating them in foreign trade the United 
States had lost all right to object to such controls as the Steven- 
son Act. The Americans, on the other hand, claimed that as soon 
as the government enters upon the control of prices the question 
is lifted out of the market place into the field of international 
relationships, and that what might be condoned in the case of 
private combinations cannot be condoned when the government 
participates, thus lending group approval to what would other- 
wise be a transaction between individuals. 

The difference would appear to be principally between active 
and passive support by the government. By the passage of the 
Webb-Pomerene Act the United States gave its consent to virtual- 
ly any measures that might be taken to obtain higher prices from 
the foreign consumer.’ Certainly the distinction in principle is not 
great.“ In practice the case where a government lends its active 
assistance to such a control is more conspicuous and may result 
in the control being more effective, and for both of these reasons 
is more likely to arouse opposition. The Americans are, there- 
fore, correct in saying that such measures are more apt to cause 
international conflict, which may express itself in ill feeling only, 
or may lead to retaliatory measures. The further contention, 
however, that the success of one country may lead to other coun- 
tries undertaking similar controls, with resulting chaos in market 
conditions, is limited by two circumstances. The first is that the 
number of commodities capable of being controlled in this manner 

3 So long as the domestic consumer is not affected. This condition is much more 
significant than has generally been realized. Vide Wallace and Edminster, /nter- 
national Control of Raw Materials (Washington: Brookings Institution, 1930), p. 
264 n. 

™ Manufacturers may find it easy to combine in order to effect a control so that 
the government need only give its consent. In the case of a raw material, the con- 
trol may be possible only with the active aid and direction of the government. 
The degree of the government’s responsibility for the control is, however, hardly 


less in one case than in the other. It is primarily a difference in the organization of 
the industry. 
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is not large, and the second is that where such a control is profit- 
ably possible it will probably be instituted regardless of the ex- 
ample of other countries. 

The situation which called the Stevenson Act into effect was 
a condition of relative oversupply with resulting low prices. 
Under the free operation of economic forces an adjustment would 
have been reached eventually by which some of the least efficient 
producers of rubber would have been eliminated. The process by 
which this was accomplished might have been costly in the long 
run, and it would certainly have been painful to the industry; 
but it may be doubted whether some such experience can per- 
manently be avoided.*s 

The measures put into effect for the relief of the industry 
placed plantations on an approximately equal footing through 
restriction of output, and helped bring about over a period of sev- 
eral years a high average price for crude rubber. For remedying 
a situation of oversupply where means of permanently controlling 
the supply were lacking, both of these developments were about 
as undesirable as could be imagined, since the effect of high prices 
is not to reduce production but to increase it. The result was to 
block the tendency to weed out the least efficient estates by mak- 
ing it possible for all of them to continue in operation. This served 
to prevent a lowering in the average cost of production which 
could only have left the industry generally in a healthier condi- 
tion. More important still, the high prices inevitably led to a 
great deal of new planting both in restricted and in unrestricted 
areas. This tendency was greater in the Dutch than in the British 
possessions, the profits of growers in the Netherlands East Indies 
being higher than in British Malaya and Ceylon because of their 
larger sales and the fact that their unit costs of production were 
not increased by restriction of output. 

It appears, therefore, that instead of the condition of over- 

*s On the other hand, it may be argued that the long-run needs of industry were 
such that the elimination, as a result of possibly temporary conditions, of any con- 
siderable number of producers would have been socially undesirable. In this case 
some such measure of relief as the Stevenson Act would, ceteris paribus, be economi- 


cally sound. The opposition to rate wars and other forms of cutthroat competition 
embodies more or less this principle. 
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supply being remedied it was rendered potentially worse than 
before, unless offset by a very pronounced increase in the amount 
demanded.”* 

{n so far as planting was encouraged in districts which were less 
well adapted to the production of rubber than the regions where 
rubber would have been planted had restriction not been in force, 
there was an uneconomic utilization of the resources of the pro- 
ducing countries, and the cost of production on these new plant- 
ings may be somewhat higher than elsewhere. 

We should expect the decrease in production from the indi- 
vidual estate to have the effect of increasing the cost of production 
per pound of rubber, and this is borne out by the experience of 
the majority of producers. Furthermore, both temporarily and in 
the long run, a relative disadvantage was placed upon the more 
efficient estates, since they were burdened by the support given to 


A monopolistic control can operate to raise price only within the limits set by 
the tendency of demand to fall off and of supply to expand at a higher price. Elas- 
ticity of demand is determined by the nature of the product, existence of substitutes, 
and other factors. The expansion of supply is affected by natural factors such as 
the limited deposit of a particular mineral or the limited extent of land suitable for 
the growth of a particular plant. But this is not all. It may be that the price of a 
given product has fallen below a level that will encourage new enterprisers to com- 
pete in its production. In such a case control might conceivably raise price even 
though there were no natural factors limiting supply. The limit to the increase of 
price would be set at the point where enough new producers would find it profitable 
to enter this field of enterprise to have a material effect on the price. The effect 
would be “material” when restrictive measures were no longer able to raise price 
by enough to cover the expense of the artificial restriction. 

The significance of the view that restriction may be effective in raising price even 
when there is no natural limitation upon the increase of supply is considerable. 
The relatively small amount of planting during the early years of the Stevenson Act 
may have been partly due to the fact that at that time the price of rubber was not 
much, if any, above the long-run competitive level. 

Again, within the United States, experience appears to indicate that one im- 
portant reason why the various measures for relieving wheat farmers have not suc- 
ceeded in raising price is that, contrary to popular belief, the existing price has not 
been materially below the long-run competitive level. The various aids that have 
been extended to farmers tended to render wheat production more profitable and 
to bring in new increments of supply (and to prevent reductions in the existing sup- 
ply), and so to depress price still further. 

Below the long-run competitive price there is a tendency for supply to contract, 
while above this price supply tends to expand. Past experience cannot show where 
this price lies, for it changes with improvements in methods of production and of 
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inefficient producers and were, generally speaking, restricted rel- 
atively farther below their potential output than the inefficient 
producers were below theirs. 

On the side of demand, the conditions following the passage of 
restriction appear also to have had results similarly in accord with 
theoretical expectations. The most important change to be noted 
was the great increase in use of substitutes, chief among which was 
reclaimed rubber, and the introduction of improved methods 
which achieved much the same result. 

Criticism of the Stevenson Act divides itself into two parts, 
the first relating to its effect upon the rubber market and the sec- 
ond to its effect on the industry which it was designed to assist. 


distribution or with the exhaustion of existing resources or the discovery of new. 
The difficulty of ascertaining this equilibrating point establishes a strong presump- 
tion in favor of laissez faire. 

This principle is sometimes expressed in the view that “the cure for overproduc- 
tion lies in low prices. Artificial means of enhancing price have aggravated over- 
production instead of relieving it.” This criticism is obviously leveled at such ex- 
periments as the Stevenson Plan and farm relief in the United States. In terms of 
our theory of price control, both of these attempts were unsound in that they at- 
tempted to maintain a price above the long-run competitive level. The inevitable 
result was not to reduce overproduction but to increase it. Nevertheless, it is true 
that a control that would, while not raising price above the long-run equilibrating 
point, keep it from swinging so low that too many producers were eliminated would 
be economically desirable. 

In the case of a product such as rubber where a period of several years must 
intervene between time of planting and time of harvest, the adjustment of supply 
and demand is necessarily slow. Inevitably there exists a tendency to overestimate 
the permanence both of periods of abundance and of shortage. The result is a tend- 
ency for the opposite situation to develop a few years later. Control by some central 
body would, conceivably, be very effective in reducing this sort of cyclical fluctua- 
tions about the long-run price. In numerous other instances a similar opportunity 
probably also exists, but in less extreine form. 

The ideal price will always remain an ideal, but there can be little doubt that a 
properly informed body free from political pressure could have approached closer 
to it than has generally been done. A primary requisite of such a price must always 
be flexibility. 

Experience with the Stevenson Plan, as unsatisfactory as it has been, has not 
demonstrated that control of raw materials must fail. It is still possible that a 
sufficiently enlightened and unhampered group of men might regulate the supply of 
a raw material more economically than it will be regulated by the forces of free 
competition. There is, however, a strong case against control by any organization 
that would, in practice, be established. 
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The major weakness of the restriction scheme from the 
standpoint of its effect on price lay in its inelasticity. This defect, 
which became most apparent during the period of runaway prices 
in 1925-26, arose out of the provision that the exportable quota 
could be increased by not more than 1o per cent of standard pro- 
duction and only at quarterly intervals. While this provision was 
somewhat improved by later modifications, supply remained, 
to the end, insufficiently responsive to changes in price. More- 
over, the Stevenson Act is to be criticized for having in- 
troduced great uncertainty into the market. The panic in 
1925 would probably have been avoided if it had been made 
clear at the outset that the automatic operation of the scheme 
would not be interfered with. The failure of planters to make 
forward sales at high prices was due to their overconfidence 
in the ability of the plan to bring about high prices, and for 
the same reason many of them failed to set aside adequate 
reserves. Mention may also be made of the uncertainty arising 
from the existence of a considerable volume of export coupons 
which might or might not be thrown on the market, of the un- 
certainty arising at the end of the quarter when the average price 
happened to be near a pivotal level, of the possibility of changes 
being made in the provisions of the act, and of the uncertainty as 
to the continuance of restriction. 

From the standpoint of the industry the fundamental criticism 
of restriction lies in the fact that it stimulated heavy planting 
both in restricted and in unrestricted areas. While restriction may 
have aided in bringing temporary relief through highez prices, 
in so far as it led to increased planting it helped to exaggerate a 
condition of potential overproduction, thus rendering worse the 
very situation it was designed to relieve. Furthermore, many na- 
tive producers of rubber were led to abandon the production of 
crops other than rubber to which they had been able to turn at 
times of depression in the rubber industry. These growers were 
less able to face a period of unrestrained competition in the indus- 
try at the end of restriction than they had been in 1922. 

The defenses which would seem to be theoretically desirable for 
the relief of the consuming country in the case of a monopolistic 
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control of a raw material depend somewhat upon whether the 
restrictive measures are designed to be permanent or temporary. 
In either case, however, the strategy is the same: to endeavor to 
increase the volume of supply and to decrease the quantity de- 
manded. 

With respect, generally, to such controls as the Stevenson Act, 
it may be said that if restriction is expected to be temporary it 
may be possible to reduce demand within a short period of time 
through some sort of agreement among manufacturers whereby 
they would undertake to apportion demand in such a way as to 
reduce as far a possible the tendency for purchasers to force 
prices up through competition among themselves.'? Any measures 
that would reduce the volume of stocks of both manufacturers 
and merchants would aid in reducing the immediate demand for 
crude rubber. It is recognized that considerable improvement 
could be effected in this direction in most industries, but it would 
require an obvious emergency to bring about any important 
change in business customs. Experience during the rubber short- 
age of 1925-26 indicates that the possibilities of the final consumer 
effecting very material economies may be considerable. While such 
steps may prove of immediate and ultimate disadvantage to man- 
ufacturers, they are effective in reducing demand for crude 
rubber. 

Measures to stimulate the supply of rubber or of rubber sub- 
stitutes might include long-term contracts with producers of re- 
claimed rubber, or it might even be advisable to subsidize the 
reclaiming industry. Similarly, research should be fostered. 
While the results of the attempts to produce synthetic rubber 
have not been encouraging, success in this direction is, neverthe- 
less, always a possibility. More, however, may be expected from 
improvements in technique of manufacture and compounding. 
An important feature of such efforts should be the exchange of 
information among manufacturers, although there are distinct 


7 Rising prices tend to lead to the accumulation of stocks on the part of buyers 
so that the rise in price tends to be self-inflammatory. Falling prices produce the 


opposite effect. 
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limits to the extent to which manufacturers would be willing to 
do this in times of peace. Efforts should, of course, be made to 
increase the supply obtained from countries not subject to the 
restriction. Mere price movements might do all that would be 
possible in this direction; but if not, long-term contracts could 
be made at guaranteed prices, though uncertainties as to the 
movement of rubber prices make such a policy hazardous. 

In case the restriction is regarded as more or less permanent, 
the foregoing defenses could still be employed, but in addition cer- 
tain other steps might be taken. The longer period contemplated 
would provide a strong incentive for the standardization of tires, 
thereby making possible a very great saving through the reduc- 
tion in stocks required by both manufacturers and dealers. Pre- 
sumably this would not change the current requirements of rub- 
ber, but it would result in a large initial saving at the time the 
change was instituted. 

The importance of encouraging the development of new 
sources of supply in unrestricted areas would be rendered para- 
mount. To accomplish this, the most effective course would be 
by means of a discriminatory duty in favor of rubber from coun- 
tries not practicing restriction of production. Such a duty would, 
obviously, produce considerable revenue, and this would serve 
partly to offset any increase in price that might occur as a result 
of the tax. But so long as world price remained above the pivotal 
price at which the reduction would be made in the exportable 
quota, the tax would not lead to a reduction in the supply of 
crude rubber. Hence there would seem to be no tendency in such 
a case to increase price, and thus the incidence of the tax would 
be upon the country practicing restriction of output. Similarly, 
by a sliding scale under which this tax was increased as the price 
rose above the pivotal point, it might be possible to throw an 
increasing share of the burden upon the restricting country.” 

8A case illustrating exactly the same principle is cited by Alfred Marshall: 
“When the price of wheat in Britain was raised very high, in consequence of bad 
harvests at home, foreign merchants often made very high profits by selling wheat 


here. Accordingly, McCulloch argued that prices in such years would not be in- 
creased by a moderate duty, nor reduced by its repeal or suspension; and that though 
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A tax of this sort could be employed to make the country entire- 
ly independent, in time, of rubber from restricting countries. It 
is doubtful, of course, whether the policy should, or would need 
to, be carried to these lengths. 

The pronounced inelasticity of demand would seem to render 
any attempt by American consumers of crude rubber to control 
prices by setting up a buyers’ monopoly in opposition to the sell- 
ers’ monopoly very doubtful of success. It would be easier for 
buyers to unite than for producers, and this advantage might in 
itself be sufficient to win such a contest. But assuming an or- 
ganization on each side sufficiently strong to give monopoly 
control, the advantage would seem to be definitely with the pro- 
ducers. The insistence of the final consumer would make it vir- 
tually impossible for the manufacturer to refrain from purchasing 
for a very long period. So great is the demand for tires that at no 
price ever likely to be attained would demand be checked suffi- 
ciently for the buyers to offer any very great threat to the grow- 
ers. The only way in which such a contest could be conducted 
would be for manufacturers to accumulate so large a stock of 
rubber that they could withdraw from the market for a substan- 
tial period of time. While such deliberately and completely 
organized economic warfare is hardly a possibility, it is doubtful 
that the outcome would even then be favorable to the consumers, 
since the producers occupy the strategic position with their con- 
trol of the supplies of raw materials, and in the end the consumers 
must have those supplies at virtually any figure that is demanded. 

Expansion of production, actual and potential, outside the 
British possessions has removed further attempts at legal restric- 
tion by the British from the realm of the probable. Co-operation 


the duty falls mainly on the consumer, when the price is only a little above the profit- 
able importing price, to lower the duty when the price is very high would be to 
sacrifice revenue for the benefit of foreign growers and dealers. Telegraphic com- 
munication and the growth of a world market for wheat have rendered this argu- 
ment inapplicable to wheat now: but it suggests the explanation of cases in which, 
a tax having been imposed on a commodity in a market where it is in exceptionally 
temporary demand, the burden falls almost wholly on the foreigner.” (Alfred 
Marshall, Money, Credit, and Commerce [London, Macmillan & Co., Limited, 1923], 
Pp. 194). 
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by the Dutch in such measures is no more likely now than former- 
ly. So we have, in all probability, seen the end of governmental 
restriction of crude rubber. 

Experience with the Stevenson Plan will be used to point the 
folly of all similar restrictive measures. And yet it proves no such 
thing. Had the plan been revoked in 1925, it would have been 
remembered as a highly successful venture. Perhaps it is well for 
the future of trade in raw materials that the plan did not end 
then. At most, the episode of the Stevenson Act proves the frailty 
of judgment of those intrusted with control and the proneness, 
with a degree of success, to carry the measures to excess. 
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ORGANIZED LABOR AND THE FAMILY- 
ALLOWANCE SYSTEM IN FRANCE 


resented by the General Confederation of Labor, adopted 
toward the family-allowance system—or, as labor pre- 
ferred to call it, the family-supplementary wage—was one of sus- 
picion and even enmity. This was to be expected. The General 
Confederation of Labor had, early in its history, indorsed the 
theory that the emancipation of the working class must be the 
accomplishment, by direct action, of the working class itself. It 
had, moreover, attempted to maintain complete independence in 
relation to both the employer and the state. The family-allow- 
ance system obviously would form a link between a portion of the 
working class and the employer. Statements made by various 
members of the employing class increased the distrust of labor 
leaders. Indeed, they were certain to regard with suspicion any- 
thing so promptly and enthusiastically adopted by employers. It 
was clear that the family-allowance system worked to the ad- 
vantage of employers in several ways. Philanthropy and a desire 
to improve the conditions of the working class were not the only 
motives which lay behind the rapid adoption of the system by the 
majority of the large employers of labor throughout France. 
But whatever the genesis of the family-allowance system in 
France, its growth was astonishingly rapid. At the time when it 
was being instituted the syndicalist organizations were in an ex- 
ceedingly difficult position. During the first years of the war the 
labor groups were barely able to keep alive. Prices rose rapidly, 
while the wage lag was very marked. At that time anything which 
promised even temporary relief was certain to be looked upon 
with favor by a majority of French workingmen, and it was 
primarily as a temporary measure that the family-allowance sys- 
tem was at first regarded. Nor, in the immediate post-war years, 


[= first attitude which organized French labor, as rep- 


* For an analysis of employers’ motives see Paul H. Douglas, Wages and the 
Family, pp. 88-91. 
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was the General Confederation of Labor free to offer any sub- 
stantial resistance to the new system. True, its membership was 
greater than ever before, but it was engaged in a bitter factional 
struggle and in a series of disastrous strikes which effectively pre- 
vented any material resistance.* 

It is questionable, of course, whether the General Confedera- 
tion of Labor would have maintained really active opposition to 
the family-allowance system, had it been free to do so. It did, 
however, make a rather desultory and entirely futile attempt at 
opposition. But this quickly proved to be an attitude which could 
not be sustained. The principal reason why a position of antago- 
nism to the system was untenable was that the mass of working- 
men, both within and without the labor organizations, were will- 
ing to try anything which promised aid in their struggle against 
the constantly rising cost of living. There was truth in the state- 
ment of the director of the Family Allowance Funds, that the 
wage-earners directly concerned, namely, the heads of families, 
have never hesitated to take advantage of such benefits.’ By the 
time the syndicalist organization found itself free, had it wished 
to do so, to attempt effective opposition to the system, it was faced 
with a fait accompli, before which it was powerless. The family- 
allowance system had become too deeply imbedded in French eco- 
nomic life to be attacked without greater risk to the attacker than 
to the system itself. 

The development of the system, which for some years was so 
rapid, has recently slowed down, because only the small employ- 
ers at present remain outside. This can be seen from Table I. 

? The greatest growth in the equalization funds occurred in 1920 (ibid., p. 56). 
It was during this year that the General Confederation of Labor attempted a gen- 
eral strike which by the end of the year had cost it almost half its members. Late in 
the following year discord within it became so great that a division occurred, and the 
General Confederation of United Labor was formed. 

3 Monthly Labor Review, XXVII (July, 1928), 41. 

4 When data are secured from several sources apparent confusion may result 
from different methods of expressing the period of time which the figures cover; 
e.g., the figures for 1929 and 1930 are sometimes given as of 1928 and 1929, re- 
spectively. To make clear the date to which the figures actually refer the month in 


which they were given out is included. The figures for 1920, 1921, and 1922 are 
taken from Bulletin du ministére du travail, Nos. 7, 8, 9 (July, August, September, 
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These figures, however, do not tell the whole stery. They do not 
include either the allowances paid by employers who belong to no 
compensation fund or the allowances paid to the personnel of 
state departments. At the present, when all such workers are con- 
sidered, there are considerably more than four million wage- 
earners in France who are in receipt of family allowances, with 
over one and a half milliards francs paid annually.s When these 
figures are compared with those of membership of the two general 
confederations of labor, the position of organized labor is more 


TABLE I 








Number of Number of 


Employers Employees Amount Distributed 





Jan., 1920 230 50,000 
Jan., 1921.... 4,000 525,000 
5,200 665,000 
7,600 880,000 
9,300 I, 100,000 
11,200 I, 200, 100 
I , 300,000 
I ,420,000 
May, 1928 I, 500,000 
May, 1929 5 1,740,000 
May, 1930 4 1,820,000 

















clearly understood. At the present time the General Confeder- 
ation of Labor and the General Confederation of United Labor 
together have only slightly more than one million members. 
Changes in the General Confederation of Labor itself were un- 
doubtedly partially responsible for the temporary nature of the 
opposition to the payment of family allowances. Within recent 
years the General Confederation of Labor has abandoned much 
of its pre-war radicalism. It has indorsed social reforms, collective 
bargaining, and compromise with the employing class, and has 
become lukewarm in advocating the doctrine of class war. The 
labor leaders were quick to see the actual, practical benefits which 


1925), p. 255; the figures for 1925-28 are from Monthly Labor Review, XXII (May, 
1926), 950; XXIII (July, 1926), 37; XXV (August, 1927), 255; XXVII (July, 1928), 
40; those for 1929 are from International Labour Review, XXI (March, 1930), 396, 
while those for 1930 are from Jndustrial and Labour Information, July 21, 1930, pp- 
110-11. 

5 International Labour Review, XXI (March, 1930), 396. 
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had accrued, and might accrue, to the working-class families from 
the payment of family allowances. 

The attitude of the central syndical organization has no doubt 
been affected also by the civil servants, who, until after the war, 
were outside the organized labor movement. Government em- 
ployees joined the General Confederation of Labor in large num- 
bers during 1919 and 1920. They were accustomed to the family- 
allowance system. Various groups of civil servants had been 
brought under such a system as early as 1910; and the payment 
of allowances has been extended, since that date, to the majority 
of government employees.°® 

It was only a short time, therefore, until organized labor 
changed the basis of its attack upon the family-allowance system 
from the system itself to the manner of its administration. Or- 
ganized labor in France today is as much opposed to the form 
which family allowances have taken as it has ever been, although 
toward the principle of the allowance its attitude has undergone 
decided change.’ Of the two general confederations of labor, the 
radical group in the General Confederation of United Labor 
(formed in 1922 after division within the organization) has been 
considerably more outspoken in its denunciation of the present 
system, and the suggestions it has offered for changes in the sys- 
tem have been somewhat more radical than those of the conserva- 
tive group. All syndicalist factions, however, base their opposi- 
tion to the system as at present organized upon substantially the 
same grounds. The criticisms which organized labor has made of 
the family-allowance system are the following: it lowers wages, 
or prevents wage increases; it prevents strikes and labor demon- 
strations, and gives employers too much power over the worker; 
it divides the laboring class into opposing groups*; it gives the 

6 In April, 1917, the government passed a law which made the family-allowance 
system generally applicable to all state departments. For detailed account see 
Bulletin du ministére du travail, March, April, May, 1920, pp. 100-127; Monthly 


Labor Review, XVII (October, 1923), 778; Douglas “Family Allowances and Clearing 
Funds,” Quarterly Journal of Economics, XXXVIII (February, 1924), 250-93. 


7? This does not apply to the Christian labor groups, which have never criticized 
either the system itself or the method of organization. 

8 After the formation of the equalization funds this criticism had little basis. The 
fact that a distinction has been made, however, in very many instances between 
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employers an appearance of philanthropy, since the allowances 
are not considered as a legal right of the worker. 

At the same time that labor leaders have criticized the system 
they have made demands for changes. These demands may be 
summed up as follows: that family allowances be a burden on the 
state, as any other kind of social insurance; that payment of 
family allowances be made obligatory upon all employers; that 
the allowances be a legal right of the worker; that labor have a 
part in the control of the system; that payment of the allowances 
be not discontinued for any cause except fraud. 

While they denounce the form the system has taken, both 
syndicalist groups have indorsed the principle of family allow- 
ances by declaring again and again that it is the duty of the com- 
munity to give aid to large families and that such aid should be in 
the hands of the nation, provided for out of the funds of the state 
and of employers, like other forms of social insurance. Such funds, 
labor feels, should be administered by officially designated com- 
mittees, comprehending representatives elected by the different 
interests; the workers, as the persons most vitally affected by the 
family-allowance system, should have partial, if not complete, 
control of the funds.’ The plan of reorganization as outlined by 
the radical syndicalist group would give practically complete con- 
trol to the workers. 

At the 1923 congress of the General Confederation of Labor the 
workers were warned that, if action were not taken against them, 
the equalization funds would in a short time be “set up as in- 
struments of warfare against our labor organizations 
Both the General Confederation of Labor and the General Con- 
federation of United Labor still believe that the family-allowance 
system, as it is at present constituted, helps keep salaries low." 


French and foreign laborers is one of the reasons why the system, as at present ad- 
ministered, has been unpopular with organized labor (La voix du peuple, March, 
1929, Pp. 196). 

9 Compte rendu XXIII congrés national corporatif (Paris, 1923), pp. 121-25; La 
vie ouvriére, October 4, 1929; La voix du peuple, March, 1929, pp. 168, 169; Sep- 
tember, 1929, p. 649. 

™ Comple rendu XXIII congrés national corporatif (Paris, 1923), p. 121. 

™ La voix du peuple, June, 1928, pp. 424-26; September, 1929, p. 649; Congrés 
national ordinaire (4° de la C.G.T.U., Bordeaux, 1927), pp. 513-14. 
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One of the early effects of the institution of family-allowance pay- 
ments was indeed a lowering of wages in some industries and some 
sections. 

The loss of the allowance for the entire month, if the worker 
misses some time during the month, has been one of the chief 
causes for labor dissatisfaction with the system. The General 
Confederation of United Labor especially, eager to institute 
strikes, has felt itself considerably hampered by the unwillingness 
of the workers to lose their entire month’s allowance in order to 
take part in a twenty-four-hour demonstration like that at- 
tempted over the Sacco-Vanzetti executions. The more conserva- 
tive General Confederation of Labor voiced the same feeling in 
1923, when it claimed that the family-allowance system was being 
used as a “means of terrorism’ among the workers of Roubaix- 
Tourcoing, because if a worker loses a day or so during the month 
he loses the allowance for the entire month. If he wishes to absent 
himself for a few hours, he must have permission or lose the al- 
lowanice for the month. “.... It is a method by which the em- 
ployér can exercise his domination in a special and particular 
fashion 

Not every fund, however, is organized upon such a basis. There 
are many funds which pay the allowance upon the basis of the 
number of days worked if absence is due to illness or other un- 
avoidable causes, while in some cases it is provided that a certain 
number of days may be lost each month without forfeiting any 
part of the allowance. Absence on strike, however, is considered, 
even under these more liberal equalization funds, as reason for 
forfeiture of the allowance. The employers have looked upon the 
allowances as a means of insuring labor stability and of prevent- 
ing strikes. 

There have been various attempts to make the payment of 
family allowances a legal obligation upon all employers. The first 
attempt of this sort was the Bokanowski proposal of 1920. In 
January, 1929, M. Landry introduced a bill into the Chamber, 
which was later referred to the Committee on Social Insurance 
and Welfare. This bill did not embody the idea of making the 


 Compte rendu X XIII congrés national corporatif (Paris, 1923), pp. 121-22. 





532 MARJORIE RUTH CLARK 


allowances payable by the state. It did not, indeed, change the 
nature of the present system, but aimed only at widening the field 
of application. It provided that employers must pay family al- 
lowances to the workers, the amount to be not less than one franc 
per day for the first two children, and one franc fifty centimes per 
day for each child after the second. Employers having less than 
five hundred employees were required to belong to an equalization 
fund. This bill was subject to the criticism upon which the syndi- 
cal organizations have based much of their opposition .to the 
family-allowance system—the allowances and the equalization 
funds remained in the hands of the employers. M. Loucheur, the 
minister of labor, said at the time this bill was introduced that 
the government was particularly eager to see more justice in re- 
gard to the payment of family allowances. It desired especially 
that the worker should not be required to put in the entire num- 
ber of working-days during the month in order to be eligible for 
the allowance. 

In July, 1929, a proposal for a law on the family-allowance sys- 
tem was introduced into the Chamber by the government. This 
bill differs somewhat from previous plans. It proposes to insert in 
the labor code a new chapter, entitled “Family Allowances.” It 
makes payment of such allowances obligatory upon employers of 
labor in industrial, commercial, or liberal professions, for every 
child when the child is under penalty of school attendance.” 
Minimum rates are to be determined for each department, by 
decree of the minister of labor, either for all professions in the de- 
partment or for each professional category. Of prime interest to 
the worker is the provision that the number of daily allowances 
canrot be less than the number of days worked in a given period, 
and that no deduction can be made for any cause except fraud. 
In case of industrial accident the family allowance is maintained 
in its entirety until the victim is able to return to work; even in 
case he dies the allowance is maintained during the minorities of 
his children. All employers must contribute to an equalization 
fund, unless they belong to an institution approved by the minis- 


* An employer who does not at any given time employ married workers must 
none the less belong to an equalization fund and pay contributions to such fund. 
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ter of labor for dividing the expenses of the family allowances." 
A Superior Commission of Family Allowances was created in 
January, 1929, and the draft bill proposes that this Commission 
shall act in an advisory capacity to the minister of labor." 

This proposal méets two of labor’s chief demands in regard to 
the family-allowance system. Payment of allowances is made a 
legal obligation on all employers; and the right of the worker to 
strike, or for other reasons to absent himself from work, without 
forfeiting the entire month’s allowance is recognized. It does not 
satisfy another labor demand, for administration of the system is 
left in the hands of the employers. The conservative Federation 
of Building Trades (affiliated with the General Confederation of 
Labor) summed up the attitude of organized labor, at its congress 
held in September, 1929, when it adopted, almost unanimously, a 
resolution that family allowances must be regarded as social 
service of the same kind as insurance against the risks of sickness, 
old age, and death covered by the social-insurance law; that the 
family-allowance system must be extended at once to all workers; 
and that, since the allowances constitute a social right, the man- 
agement of the funds and the division of the allowances must be 
vested in committees officially designated and composed of repre- 
sentatives chosen on an equal basis by the organizations and 
groups interested. The Federation therefore urged upon the Gen- 
eral Confederation of Labor that definite action be taken to place 
the system in the hands of the community, where it belongs.” The 
General Confederation of Labor itself, at its congress held in Sep- 
tember, 1929, took no definite stand with regard to the proposed 
law, but contented itself with pointing out certain weaknesses and 

“4 A few exceptions were made possible, as in the case of some of the railways and 


mining companies, which may be permitted to continue under their present arrange- 
ment. 

*s This Commission was established by decree of January 26, 1929; it consists of 
representatives of the two chambers, of the equalization funds and of establish- 
ments paying family allowances directly, of the principal public authorities giving 
out contracts for public works, and of the Superior Labor Council (International 
Labour Review, XXI [March, 1930], 400, 401; La voix du peuple, March, 1930, pp. 
166-71). 

© La voix du peuple, September, 1929, p. 677. 
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referring the proposal to a committee for further study, and with 
re-voting its motion of 1923, which was merely a formality. 

At the fifth congress of the radical syndicalist organization, the 
General Confederation of United Labor, held in September, 1920, 
the payment of family allowances under the existing system was 
condemned, and it was voted that the funds be removed from the 
control of the employers and placed in the hands of the workers. 
The congress again approved a proposal drawn up some time be- 
fore in the name of the General Confederation of United Labor for 
a law governing family allowances.’? The proposed law provided 
for the institution of a national family-allowance fund because 
“all workers know the dangers which result from the system of 
family allowances established by the employers.” It provided fur- 
ther that such allowances should be payable for illegitimate as 
well as legitimate children under fourteen years of age (when such 
illegitimate children have been acknowledged and are being sup- 
ported by either parent) ;* that the allowances be suppressed only 
for fraud on the worker’s part; that the funds be created by ob- 
ligatory contributions from employers, based on a minimum of 
5 per cent of their wage bill, and by the participation of the state; 
and that the funds be administered by a council composed of five 
members representing the employer’s associations, five represent- 
ing the government, and fifteen members representing the labor 
organizations."® 

Labor organizations are particularly anxious that any stigma of 
charity or philanthropy be removed from the payment of family 
allowances. One of their objections, though not the principal one, 
to the present form of the family-allowance system is that the 
allowances are considered by the employers as being due to their 
own generosity, and in no way a legal right of the worker. The 
employers, labor says, confuse charity and allowances. Such a 
system, declared the General Confederation of Labor, “must not 
be the work of philanthropic charity, charity which we always 


” La vie ouvriére, October 4, 1929. 

*® Many funds as at present constituted fulfil this requirement. 

%» Bulletin d’information destiné a la propagande syndicale pendant la période 
électorale et a la préparation du 1 mai (1928), pp. 8-10. 
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denounce, because we know that philanthropy and charity serve 
above all to humiliate him who receives, and serve also to increase 
the power of him who gives.’*° The General Confederation of 
United Labor condemned more emphatically the “tactics which, 
under cover of philanthropy, consist in reaping benefits from so- 
cial works by the complete subjection of the proletariat.”’" 

Both labor organizations express bitter resentment because of 
the employers’ refusal to regard family allowances as compensa- 
tion for the work done in execution of the labor contract. In ac- 
cepting a position, the labor organizations claim, the worker takes 
into account regular salary, tips, premiums, and family allow- 
ances. The allowances should therefore be a recognized part of the 
wage, established by law. As such they should be considered a 
part of the wage upon which accident benefits are based. Such a 
recognition of the family “supplementary wage’”’ will, it is claimed, 
do much to improve the attitude of labor toward the system for 
which at present “the labor organizations do not show a very 
pronounced infatuation” as it is an “obstacle to action having for 
its object the increase of wages.” This relation of the family 
wage to the basic wage was discussed at length at the 1928 
congress of the Family Allowance Funds. M. Abel Durand, coun- 
sel for the Nantes fund, gave a report on the question. It was his 
opinion that the labor contract confers upon the worker the 
privilege to the allowance right, but that the execution of the 
contract does not transform that potential right into an actual 
right. The rate of allowance is independent of the economic value 
of the work, and such allowance is not therefore a part of the 
wage to which the worker is entitled. The place of the family al- 
lowance in the wage used as a basis for the determination of the 
remuneration payable to victims of industrial accidents has been 
the subject of conflicting court decisions and of much discussion 
in labor papers. 

At the time of the meeting of the tenth congress of the Family 
Allowance Funds, held in Lille, Boulogne, and Calais on May 19, 
» Compte rendu XXIII congrés national corporatif (Paris, 1923), pp. 123-24. 

* Congrés national ordinaire (4° de la C.G.T.U., Bordeaux, 1927), pp. 513-14. 

» E. Quillent, La voix du peuple, June, 1928, pp. 424-26. 
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1930, average allowances from industrial funds were paid on the 


following scale.” 
Fr. per Month 
28 


67 
116 


This scale represents a very slight increase in the past two years. 
In the larger cities, however, the rate is considerably higher. 

The family-allowance funds are, many of them, now establish- 
ing various kinds of services for the protection of the health of 
children and adults, and for the creation of sickness allowances. 
In December, 1926, there were twenty-two such funds, while in 
1928 forty funds were paying sickness benefits. 

The family-allowance fund of Lyons is a good example of this 
new trend. In April, 1929, the administrators of this fund paid 
sickness allowances, maintained several hundred beds for chil- 
dren, organized maternity care and vocational guidance, main- 
tained permanent medical supervision of apprentices, organized 
holiday camps, engaged in work against venereal disease, and 
proposed to build, in the near future, five workers’ social clubs. 
At the same date this fund claimed to cover 81,250 wage-earners, 
of whom 16,554 were fathers of families, with 31,692 children in 
receipt of allowances.“ The Fund of the General Federation of 
Milk Producers enables poor families to buy milk at considerably 
reduced prices, and other funds provide for special services. 

One type of service instituted is that of the family visitor who 
will, in addition to seeing that the allowances are properly ex- 
pended, assist the mother of the family in various ways. This ele- 
ment of the family-allowance system has met with special objec- 

%3 International Labour Review, XXI (March, 1930), 397. The Federal Committee 
of the Postal Federation allied with the C.G.T. voted in July, 1929, that the family 
allowance should be calculated upon the amount of the basic wage; e.g., the family 
allowance for the first two children to the age of six years should be 16.6 per cent 
of the basic wage of the worker (La voix du peuple, July, 1929, p. 511). The em- 
ployees of the state, at their federal congress of 1928, had adopted much the same 
resolution (ibid., June, 1928, p. 411). 

™“ Industrial and Labour Information, May 6, 1929, p. 148. This is looked upon 


by radical syndicalists as an attempt to subjugate the worker completely “to produc- 
tion” (Congrés national ordinaire [4° de la C.G.T.U., Bordeaux, 1927], pp. 513-14). 
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tions from organized workers and their leaders. The French work- 
ingman looks upon his home as his especial province, and any at- 
tempt to enter it, for any purpose whatsoever, is regarded with 
suspicion. One of the ‘leaders of the General Confederation of 
Labor has claimed that, under pretext of giving advice to the 
mothers, visitors are used in times of labor difficulties to bring 
pressure upon the workers to return to work, and to obtain infor- 
mation for the employers. In its 1927 congress held in Bordeaux 
the General Confederation of United Labor denounced the system 
of home visitors as a “veritable inquisition in the life of the 
worker,” and demanded its abolition.’s 

If the law most recently proposed in regard to family allow- 
ances is passed, two of the demands of labor will be satisfied. The 
allowances will be obligatory and the allowance will be a legal 
wage, not subject to suspension for any cause except fraud. The 
law will not, however, place the system in the hands of the com- 
munity, to be administered jointly by labor, employers, and the 
state. The only place organized labor will have in the administra- 
tion of the funds will be through its participation in the Superior 
Labor Council, which forms a part of the Superior Commission of 
Family Allowances. This is a very small part, indeed; and or- 
ganized labor will be unable to exert any real influence through 
this channel upon the administration of the family-allowance 
funds. The passage of the bill would, however, give it every right 
to believe that its agitation has borne fruit and that it may hope 
for a place in the administration of the system in the future. The 
entire question of family allowances is certain to be more or less 
affected by the social-insurance law which is just being put into 
operation throughout France, but it is too soon to be sure just 
what the effect upon the payment of family allowances will be. 
At the 1930 congress of the Family Allowance Funds the relation 
of family allowances to social insurance was discussed, and the 
congress expressed opposition to any incorporation of family al- 
lowances in a social-insurance system.” 

UNIVERSITY OF NEBRASKA MARJoRIE RuTH CLARK 

*s Compte rendu XXIII congrés national corporatif (Paris, 1923), p. 123; Congrés 
national ordinaire (4° de la C.G.T.U., Bordeaux, 1927), pp. 513-14. 

* Monthly Labor Review, XXXI (September, 1930), 640-41. 
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Money, Credit, and Prices. By J. LAURENCE LAUGHLIN. Chicago: 
University of Chicago Press, 1931. Vol. I, pp. xxiv+521; Vol. 
II, pp. xv+766. $10.00. 

Few explorations in the monetary field, it might not be inaccurate 
to say none, have been conducted with the patience, the discriminating 
insight, the fidelity to detail, that has characterized this work of Pro- 
fessor Laughlin’s. The style of expression, moreever, is so fascinating 
that the reviewer took great pleasure in reading twice every word of 
the 1,250 pages. In the reviewer’s judgment these two volumes pro- 
vide the most serviceable treatment of the outstanding developments 
of the currency experiences of various nations that is now available; 
and it is worthy of comment that the author does not regard his study 
as constituting a history of money and prices. Nevertheless, these 
volumes contain chapters on the monetary experiences of Great Brit- 
ain, France, Spain, Germany, Austria-Hungary, Holland, the United 
States, Russia, China, Japan, India, Mexico, and other countries, and 
trace the evolution of credit from the earliest times. 

The theoretical conclusions of this work do not differ greatly from 
those with which the author has familiarized us in his previous publica- 
tions. Prices are fixed, each one individually, by the entrepreneur’s 
empirical estimate of the market, and after having thus been deter- 
mined establish the relationship of the value of the good to that of the 
standard, and not to that of any other form of money. After prices are 
thus arrived at, the media of exchange, consisting principally of bank 
deposit credits, are created in sufficient volume to move goods at 
prices thus determined. It is admitted that the overissue of claims to 
the standard may raise prices. But this is true only because a super- 
abundant creation of the media of exchange depreciates the value of 
the standard or raises doubts as to the convertibility of the exchange 
medium into the standard. With respect to the means of determining 
when the supply of exchange media is proper, the cardinal test is that 
of redeemability. 

In thus declaring that price studies require emphasis upon money’s 
function of providing a standard of values, and not upon that of serving 
as a medium of exchange, the author concludes that significant changes 
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in prices are usually caused by goods’ factors, instead of by monetary 
conditions. The durability of gold, the fact that no one year’s output 
can appreciably affect the total outstanding supply, and the elasticity 

of credit, render monetary factors, under a régime of adequate re- 

deemability, relatively unimportant. The principal aim of govern- 

ments, as well as of central banks, should, therefore, be to assure con- 

vertibility; manipulation of the credit supply, along lines suggested by 

advocates of managed currency systems, cannot prove successful either 

in stabilizing general prices or in eliminating the sweeps of the business 

cycle. 

If the primary function of money is to serve as a standard of values, 
the commodity employed as the money standard should certainly be 
selected with the greatest care. Hasit been? In the author’s judgment, 
the arbiter must be the collective monetary experience of the various 
nations of the world, and this conviction explains his emphasis upon 
historical methods of investigation. Gold has triumphed simply be- 
cause men have come to believe that it possesses the qualities most 
essential for the standard. And not only has gold’s victory been de- 
served, but gold must have no rival. Bimetallism, Walker and Horton 
to the contrary notwithstanding, has never demonstrated its work- 
ability. As for the gold-exchange standard, that type of a monetary 
system represents only a half-way stage in the evolution toward a pure 
gold standard. Conditions are not thoroughly satisfactory unless con- 
version of the local fiduciary coins takes place at home, and not solely 
abroad. 

These tenets of Laughlin have provided the subject matter of much 
controversy for the last thirty-five years, and the reviewer does not 
feel that the reader would be interested in a thorough rehashing of the 
debate. Any dissent from the views of the author must here find justi- 
fication solely because in the reviewer’s judgment the author’s con- 
clusions have special application to very recent developments. 

In the first place, the reviewer is inclined to agree that the general 
abandonment of bimetallism has been not altogether unfortunate. But 
the basis for this conviction is not that, as the author argues, his- 
tory has demonstrated the superiority of the single standard, but rather 
that the simplicity of the gold standard has made it easier for men to 
understand the importance of wise administration of bank credit than 
would be possible if bimetallic issues remained to complicate analysis. 
The reviewer does not believe that bank credit should be regarded as 
a purely dependent factor, in whose administration satisfactory con- 
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ditions can be achieved by the observance of certain simple, qualitative 
tests such as those of redeemability and liquidity. Limitation of space 
makes it impossible to amplify the basis for this view. 

In the second place, because the gold standard has triumphed, the 
reviewer feels that, for a long time to come, the gold-exchange standard 
must be regarded as virtually a necessity for countries whose circulation 
consists largely of silver coins. To introduce gold more largely into gen- 
eral circulation, by making it obtainable at home in communities where- 
in hoarding habits persist, would be a step backward and not forward 
in the process of developing a single standard of values. In Laughlin’s 
exposition a great deal is made of the disturbances created in such gold- 
exchange countries as East India after the close of the World War by 
the rise in the bullion value of the local silver currency above that of its 
conversion price. Such an increase would (and did) tend to drive out 
the silver token money of several gold-circulating currencies. But, ac- 
cording to the author, this was not so serious a difficulty as that experi- 
enced by gold-exchange systems, because an inflow of gold coin could 
take the place of the ejected silver in countries where people were ac- 
customed to employ gold as a hand-to-hand coin. This, of course, is 
correct within certain limits, but it is entirely possible in a gold-circu- 
lating system that silver might be ejected beyond the point where gold 
could serve as an adequate substitute. At any rate, the substitution of 
one metal for the other is regarded by the author as an evil of bimetal- 
lism; and, if we are to be consistent, it should be regarded as also an 
evil of monometallism. A gold-exchange country can reduce just as 
effectively as any the metallic content of its fiduciary coins; and it has 
the further remedy within its grasp of increasing the gold price of silver 
drafts. Such an enhancement of exchange might create commercial 
complications; but, on the other hand, it is possible that this country’s 
price level might not be as much dislocated as that of foreign countries. 
In these days of a threatening shortage of gold in many countries, the 
reviewer cannot look with equanimity upon the wholesale substitution 
of domestic gold conversion for foreign gold conversion. 

In the third place, since the reviewer believes that, within the limits 
of redeemability, much is yet to be accomplished in adjusting the out- 
standing volume of credit to industry’s real requirements, there must 
also be admitted a difference of opinion concerning the relationship of 
the credit supply to general prices. While any discussion of this point 
must necessarily raise old issues, which the reviewer wishes to avoid, 
recent controversies regarding the desirable use of credit weapons dur- 
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ing the present period of falling prices make it impossible to ignore to- 
tally the general question of price fixation. The reviewer feels that he 
can record his dissent on this point without being obliged to subscribe 
to the form of the quantity theory which Laughlin seems to have in 
mind in most of his attacks. I can make real to myself that part of 
Laughlin’s analysis which argues that on the basis of existing conditions 
prices usually get fixed before credit is called forth to move the objects 
of exchange. But I do have difficulty in concluding that the mass of 
credit thus called forth in individual transactions does not have a great 
deal to do with the market situation in which other entrepreneurs 
henceforth operate. Nor can I make real to myself the process by which 
the value of the standard supplies any controlling anchor to individual 
prices. Prices, at least under some conditions, may raise or lower the 
anchor. 

My point of departure (and it has been much influenced by reading 
Laughlin) is that in the initial act of price determination business 
men are principally influenced by the good’s previous price history. 
But men are always seeking to alter these prices to their own advan- 
tage. Certain forces, such as custom, contract, competition of other 
goods, are always operating to sustain the old prices. On the other 
hand, different forces are always tending to alter the price tags, such 
as monopolistic tendencies, vendors’ agreements, changes in the tech- 
nical conditions of production. The struggle for a while may be evenly 
contested, but constantly one side or the other gains a victory. But 
any such victory must be temporary, unless credit conditions (and it 
makes no difference if credit in general has been determined in the 
Laughlinistic manner in each individual operation) supply the pur- 
chasing power justifying the decisions which were reflected in the price 
changes. In this light, credit is the permissive force, vetoing certain 
programs, encouraging others. And, under appropriate conditions, the 
reviewer believes that credit may be a positive initiator of price- 
changing influences. Bank credit, for instance, may be offered directly 
for long-time new issues of business corporations, physical expansion 
projects may thereby be encouraged, and the competition of rival en- 
terprise may alter costs of production in a variety of ways. To be sure, 
credit does not always possess the whip hand; but, in the reviewer’s 
opinion, the core of the price problem is to learn more about the char- 
acteristics of the particular business situation which in the end de- 
termine how effectively credit restraints or credit encouragement will 
operate. 
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In citing these grounds of dissent, the reviewer does not mean, how- 
ever, to belittle in any way the achievement of the author. Laughlin’s 
fame is secure, and it is certain that few will ever conduct an investiga- 
tion as thorough, able, and painstaking as that found in these two vol- 
umes. 

Haro_p L. REED 
CoRNELL UNIVERSITY 


Labor and the Sherman Act. By EDWARD BERMAN. With Intro- 
ductions by Joun R. Commons and FELIX FRANKFURTER. New 
York: Harper & Bros., 1930. Pp. xviii+332. $3.00. 

Few situations have given rise to legal problems of such difficulty, 
complicated so greatly by passion and prejudice, as the struggle for 
economic advantage between organized capital and organized labor. 
Common-law principles of liability and rules of procedure have not 
lent themselves well to the satisfactory solution of these problems. A 
large part of the working class believe that legal doctrine and legal ma- 
chinery have become the ally of capital and perhaps the chief obstacle 
in the way of the realization of the legitimate aims and aspirations of 
labor organizations. The existence of such a belief, the passionate 
sincerity of which cannot be doubted, however well- or ill-founded it 
may be, is of itself a serious problem, pregnant with danger to the sta- 
bility of political and social institutions. The two chief sources of this 
dissatisfaction unquestionably are the application of the Sherman Anti- 
Trust Law to labor activities and the widespread use of the injunction 
to protect rights asserted both under the common law and the Sherman 
Act. 

It is this field, so highly charged with emotion and colored by preju- 
dice, which supplies the locus of Dr. Berman’s study. His declared 
purpose is to describe “the application of the Sherman Act to labor or- 
ganizations, to analyze its effects, to evaluate these effects from an eco- 
nomic and social point of view, and to suggest to what extent and in 
what direction the present situation might profitably be changed.” 

Dr. Berman has performed well the difficult task which he set for 
himself. His book is well organized. His study of sources is thorough 
and scholarly. His analyses of the facts of legal cases are concise, yet 
clear and illuminating. He displays a nice sense of discrimination in 
selecting from complicated statements of fact those which are relevant 
and important. While his admitted bias in favor of labor and his strong 
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conviction of the social value of collective bargaining naturally influ- 
ence his conclusions, he has not permitted these prepossessions to sway 
him from objectivity and accuracy in his statement of the facts of the 
cases. It is apparent, also, that he has endeavored to be scrupulously 
fair in stating views and arguments in conflict with his own. These are 
virtues sometimes notable for their absence in this field. 

The author does not attempt to conceal his conviction that organ- 
ized labor has not received fair treatment in the federal courts. He 
devotes the earlier chapters of his book to a thorough examination of 
the evidence bearing upon the controverted question as to whether 
Congress intended the Sherman Act to apply to labor combinations and 
activities. He is too much a realist to cherish the hope that the courts 
are likely at this late day to retreat from their firm, though possibly 
mistaken, position on this question. But he contends that a fresh con- 
sideration of the question is warranted in the interest of completeness, 
and in order to supply a proper historical background for the remainder 
of his study. However this may be, he has made a formidable case for 
his thesis that the Act was intended to operate against trusts alone. If 
it be said that Congress is to blame for its application to labor-unions 
because it used phraseology which did not accurately convey its pur- 
pose, the answer is made that the courts must share in this responsi- 
bility because they did not reach that result solely by interpretation of 
the words of the statute. The language of the Act was sufficiently am- 
biguous to leave them in doubt as to the congressional intent; so they 
took the debates in Congress into account in arriving at the conclusion 
that the Act was intended to apply to labor organizations. Hence they 
may fairly be criticised for failing to reach a conclusion supported by 
the evidence. 

The unfriendly judicial bias toward labor activities which this fail- 
ure may indicate is, in the author’s view, confirmed by his thorough 
analysis of the cases in which the scope of application of the Act to labor 
activities has been defined. It is difficult to deny the justice of labor’s 
complaint that a statute, whose primary aim was to curb business 
combinations, has largely failed to achieve this main objective and has 
received its most effective application in restricting the operations of 
labor-unions. Dr. Berman concludes, from his study of the cases, that 
the courts have been unfair to labor in their frequent use of the Sher- 
man Aci as a device to obtain jurisdiction over transgressions of essen- 
tially common-law rights and duties; in their harsh, and often incon- 
sistent, applications of the doctrine of conspiracy; in their use of the 
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statute to enjoin acts so trivial that they should be ignored as falling 
within the principle of de minimis non curat lex; in their unduly re- 
strictive interpretation of the Clayton Act, which transformed it from 
a charter of liberty for labor into an engine of further repression; and 
in their failure to apply generally in labor cases the same advanced rule 
of reason which has so substantially limited the scope of application of 
the Sherman Act to business combinations. 

The author concedes that the rule of reason is a clear case of judicial 
legislation whose title to legitimacy is open to grave question. But he 
argues with much force that, once the Supreme Court had adopted and 
applied the rule in the interpretation of the Act, plain fairness demand- 
ed that it be given a consistent application which would accord with 
the social interest. Such a rule of reason would exclude from the scope 
of the Act, not only those cases where the restraint on interstate com- 
merce is indirect and remote, but also those in which the restraint, 
though direct and substantial, is socially beneficial. He then endeavors 
to establish, by analysis of their social consequences, that most, though 
not all, forms of labor activities which have been held illegal would be 
outside the Act if such a rule had been applied, as it certainly has been 
in a number of cases involving business combinations. 

It is not asserted that the courts have generally been guilty of con- 
scious bias in their labor decisions; rather, that their ignorance of the 
social and economic facts in labor cases has left them poorly equipped 
either to make a fair appraisal of the social value of collective bargain- 
ing or to determine the extent to which labor organizations must be 
freed from legal restrictions and the menace of the federal injunction if 
collective bargaining is to function effectively. Dr. Berman cherishes 
little hope of an immediate solution. He regards the outright repeal of 
the Sherman Act as too radical a measure. An amendment expressly 
excepting labor organizations altogether from its provisions can scarce- 
ly be hoped for from a Congress whose only effort in this direction re- 
sulted in the ambiguous and abortive Clayton Act. The only hope 
which the author sees for a solution is in a better education of the pub- 
lic, the politicians, and the courts in the realities of modern economic 
life. 

The criticisms of this book which the reviewer finds occasion to offer 
bulk small when set off against its manifest merit. Dr. Berman sug- 
gests, in chapter xi, the possibility of using section 20 of the Clayton 
Act, in the light of the decision of the Superme Court in the first Coro- 
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nado case’ establishing the suability of labor-unions, to avert the issu- 
ance of injunctions in many labor cases. But in view of the attitude of 
the court in Truax v. Corrigan,? to which case no reference is made, is 
not this hope rather illusory? 

A more serious criticism is that the book does not bring out as clear- 
ly as it might the basic difficulty in the way of assuring fair treatment 
to labor in the courts. That difficulty, as Professor Sayre has pointed 
out, is the present lack of definite, precise, and socially acceptable 
standards for determining the legality of the various forms of labor 
activity. Given such criteria to guide and limit the exercise of the chan- 
cellor’s discretion, many of the present excesses and abuses in the use 
of the injunction would disappear. Without them, even if the labor in- 
junction should be abolished, the possibility of oppression of labor 
would still exist in the form of wider and more efficient use of criminal 
prosecution and the civil suit for damages based upon obscure concep- 
tions of conspiracy and restraint of trade. These criteria Congress has 
failed to supply in the Sherman and Clayton acts. Dr. Berman shows 
his awareness of this, and seeks to minimize the difficulty by his sug- 
gestion of the application of an advanced rule of reason to labor cases 
arising under the Sherman Law. But he is unable to suggest any stand- 
ard for determining the social desirability of given forms of conduct 
sufficiently definite to exclude the effect of economic bias and social 
prejudice upon the exercise of the judicial discretion. Perhaps it is 
unfair to expect Dr. Berman to do what to date the legislature has been 
unable to accomplish. 

It may be safely asserted, to borrow the language of Dr. Commons’ 
introductory note, that “Mr. Berman’s minute investigation is not 
only a contribution to the subject of conflicts between organized capital 
and organized labor—it goes to the foundations of the historical su- 
premacy of the Supreme Court in the constitutional system of the 
American Commonwealth.”’ It gives a clear picture of a field in which 
the Supreme Court has been more a supreme legislature than an in- 
terpreter of law. 

ArTHUR H. KENT 
UntversitWor Carcaco Law ScHoo 


* 259 U.S. 344 (1922). * 257 U.S. 312 (1921). 
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The Money Value of a Man. By Louts I. DuBLIN and ALFRED J. 
LotKa. New York: Ronald Press, 1930. Pp. xv+264. $5.00. 
To use the authors’ words, 

The aim and purpose of this book is from first to last essentially and fun- 
damentally practical. We are concerned here with man as a wage earner, the 
supporter of himself, and, in the normal case, of a family, through a large 
fraction of life. If such a man is removed by death, his family suffers, emo- 
tionally, a loss which escapes our powers of evaluation in figures; and with 
which we are, therefore, not here concerned. But the family suffers, in addi- 
tion, an economic loss, for which a fairly definite estimate in dollars and cents 
can be given. The first loss may be irreparable. The second is one against 
which some degree of protection can be secured by taking thought and avail- 
ing oneself of one or the other of facilities, by this time well standardized, 
which the modern economic structure has to offer for meeting the emergencies 
arising out of the uncertainty of life. 


These few sentences outline the general scope of the task, the first 
solution of which is attempted in this small book. Even a casual turn- 
ing of the pages will demonstrate, however, that it is more than merely 
a craftsman’s contribution to actuarial literature. For here is also the 
portentous fruit of a labor of love. 

The value of a man has been the central problem in sociology and 
political economy for longer than the fragmentary literature on it 
would indicate. And to trace the origins of the dogma that life is pre- 
cious and that—in the literal sense—‘each man hath his price”’ is not 
immediately pertinent. To set a value upon a man is a practiee older 
than slavery or the ransoming of kings; to set a value upon men ap- 
parently originated with Sir William Petty and seventeenth-century 
political economy. Adam Smith toyed with the problem, and William 
Farr tried to supply a scientific solution for it (1853, 1876); Engel first 
dealt specifically with “Der Werth des Menschen”’ (1883); and Nichol- 
son (1896) and others more recently have developed the concept to 
evaluate either the cost of war or the reasonable compensation for 
injury. Dublin and Lotka have carried it to a rational solution by the 
development of detailed tables to show for the several ages of life the 
present worth of gross future earnings and, by deductifg the costs of 
maintaining the individual, the present worth of net future earnings. 
The computations have been carried out separately for “normal risks” 
(i.e., on the assumption of existing rates of mortality) and for sub- 
standard risks with assumed excess mortalities of 30-50, 50-100, and 
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100-150 per cent of normal, and in all cases with future earnings and 
expenditures discounted at 3} and 4} per cent. 

The technique of the process has been strictly rational—or, as the 
authors allege, “practical” —and simple. They start with the cost of 
being born and follow the infant through the years of childhood and 
youth, to ascertain the costs of rearing through adolescence and into 
the years of productive wage-earning. Although the type case dealt 
primarily with the individual in a specified wage class—representative 
of those whose maximum earnings, attained at the age of forty-three, 
equal $2,500—the argument has been developed for three major 
groups: those whose maximal annual earnings per head equal $2,500, 
$5,000, and $10,000; and the computations have been interpolated for 
intermediate groups. Reasonable allowances have been made for mor- 
tality and unemployment so that the resultants are descriptive of the 
United States in their status guo, assuming an age of eighteen as the 
beginning of the productive period of life. Thus it develops that in the 
family of a wage-earner whose maximum earning is $2,500 per annum, 
the cash outlay to raise a child to the age of eighteen—with no allow- 
ance for the love and labor of the mother—is $7,425! And with allow- 
ances for interest (at 33 per cent) the gross cost is $10,485. The returns 
from human capital are correspondingly large. Thus—to cite only a 
few of the most significant figures—for the wage-earner in the $2,500 
class at the age of thirty, the present worth of his gross future earnings 
is $42,350 and of his net future earnings is $30,950 (at 33 per cent and 
at normal rate of mortality); and at age forty-three—the age of maxi- 
mum earnings—the corresponding figures are $32,850 and $23,500. 
Similarly, for a wage-earner in the $5,000 class the gross and net figures 
at the age of thirty are $69,200 and $48,450, and at the age of maximum 
earnings the corresponding figures are $51,950 and $30,200. (The re- 
duced mean after lifetime overweighs the higher earnings of the ad- 
vanced age over the age of thirty.) 

The authors present many interesting applications of the formulas 
to current problems. Perhaps especial significance attaches to the con- 
sequences of computing the changing earning capacity of a population 
consequential upon those variations in the age distribution which fol- 
low from changes in the birth- and death-rates. Thus, it is well known, 
and as has been especially well demonstrated by Dublin, in the United 
States the proportion of young persons has been declining and of old 
persons has been increasing. Consequently, it develops that the index 
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of earning capacity (defined as earnings per head of male population, 
as per cent of earnings of males at age of maximum earning capacity) 
has increased steadily from 43 in 1870 to 50 in 1920. For a life-table 
population with mortality as of 1920, but with a birth-rate assumed to 
have declined until the population is “stationary,” the index is 54! 
Thus, the results indicate that “whatever other reasons we might have 
to regret the gradual advancing of the mean age of our population, one 
circumstance that need not cause us any concern is the effect of this 
aging upon the average and aggregate earning capacity of the popula- 
tion. Perhaps it may not be out of place to remark that earning capac- 
ity, compiled in terms of the wage schedule, is not necessarily a just 
measure of productive capacity. (This last is, of course, in accord with 
the senior author’s well-known aversion to an “excessively” declining 
birth-rate.) 

The more formal applications of the method have to do with the 
problems of substandard lives, measurement of compensation for per- 
sonal injury, the effects of disease in depreciating the economic value 
of the individual, the economic value of preventing morbidity and 
premature mortality, and determination of the amount of life insur- 
ance which an individual should carry. In all these, the tables of “value 
of a man” have obvious and consequential bearings, and provide new 
means of dealing with old problems. Although these are in many re- 
spects the most important phases of the study, the reviewer gives them 
scant attention here only because their importance is so obvious that 
mention should suffice. The volume will be a valuable addition to the 
shelves of all who are concerned with these subjects. 

One last word. The presentation is simple and lucid: no obfusca- 
tion here, especially remarkable because of a tendency in these times 
among biometricians to deal with their tools as an occult branch of 
epistemology. Those who prefer their own estimates on costs of living, 
on indices of unemployment, or on other variables in the compilations 
can easily recompute their own tables. A new tool has been fashioned; 
old timbers may be hewed again or new structures built upon them. 
Whether society has come wisely or foolishly to hold that life is pre- 
cious, the corollary is that society must (and does) assume the burden 
of maintaining it when other resources fail or are lacking; and in the 
political economy, life has a dollar value. 

I. S. FALK 


WasarncrTon, D.C. 
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Agricultural Reform in the United States. By Joun D. BLack. 
New York: McGraw-Hill Book Co., 1929. Pp. x+511. $4.00. 


This volume is one of the most significant books on American agri- 
culture to appear during the decade of depression which produced it. 

Part II deals with the surpluses in the most clarifying and compre- 
hensive way in which any student of the subject has approached it. 
The difficulties in the way of efforts to gain from holding crops over till 
later years are treated in an especially valuable manner in chapter v. 

Dr. Black deserves to be credited with having brought the eclectic 
method to bear in his treatment of the several proposals for raising 
prices of farm products. The mere fact that a commodity is produced 
in exportable surplus does not, in Black’s way of thinking, make it in- 
eligible for consideration as an object of efforts to mitigate the depres- 
sion in the price at which part or all of its units may move in domestic 
channels of trade. 

The six chapters dealing with price raising by government action 
are most helpful in their analyses of equalization fees, export deben- 
tures, and domestic allotments. To each is assigned a place of some 
possible functional importance in a comprehensive approach to the 
problem of price raising. That he includes Dr. Spillman’s domestic 
allotments as well as those with transferable rights is by no means to 
be regretted. Probably no more attractive academic exercise has been 
undertaken in scientific circles in the United States during the past dec- 
ade than the effort to separate in the case of bulk-handled products 
those units which are destined for foreign consumption from those 
destined for domestic consumption. The problem would be almost 
equally impossible in the case of products, such as cotton, which move 
from the producing locality to the most distant mill without loss of 
identity and without being intermingled with other units in such a way 
as to alter grades or other classifications. 

Any country or group of countries disposed to use the allotment idea, 
with the underlying financial plan adopted by both Spillman and 
Black, should certainly include transferable rights. For the United 
States to be able to use the allotment plans either with or without 
transferability would require, as the reviewer sees it, either a constitu- 
tional amendment or an exercise of treaty power much beyond any 
thus far attempted. There would be something to commend a parallel 
effort by all countries exporting wheat, let us say, to make their ex- 
portable wheat surpluses yield their producers prices lower than those 
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applying to units used domestically. In the reviewer’s view, the ap- 
proaching probability of international action, in spite of recent set- 
backs, goes a part of the way to save both of the domestic allotment 
plans from being scientific playthings. 

To go the rest of the way to escape impracticability requires of both 
domestic allotment plans that they give up the very feature which dif- 
ferentiates them from pure-strain equalization fee plans. In other 
words, the compulsory levy paid with respect to any marketed unit of 
a farm product produced here in exportable surplus would be remitted 
in the event the unit passes through a port of exit. The passing out of 
the units of the crop harvested in 1932, for example, or the liability of 
any unit to such movement, constitutes the price-raising leverage. 
Operations under an allotment arrangement rest upon current and 
future play of the national outthrust no less certainly than in the case 
of any other plan. To attempt to distribute the proceeds of such action, 
not currently during the time when the 1932 crop is disappearing after 
harvest, but at a time when the 1932 crop is still unharvested and, for 
that matter, unplanted, is to fly in the face of the experience had in the 
one field, that of milk marketing, in which Black seems to find some- 
thing analogous to the efforts involved in allotment plans. These price 
mechanisms operate on the basis of ascertained facts as to the manu- 
factured and non-manufactured uses to which the product being valued 
was actually put, and with only such reference to previous records of 
amounts used as is necessary to put the price high enough on the basic 
units to assure a minimum supply during the recurring seasons of low 
natural production. No such regularity in the fluctuations exists in 
year-to-year production of cereals as has to be dealt with in season-to- 
season production of milk for non-manufactured uses. To take a three- 
year average of the amount of soft red winter wheat consumed 
domestically and sent abroad as a basis for predicting the proportion 
of a crop of that wheat not yet planted which will go abroad, is to 
miss the mark of equity very widely. Under the constitution of the 
United States it is unthinkable that a compulsory levy, even if other 
countries were attempting to apply it in their cases as well, could be 
laid, collected, and remitted on such a basis of previously existing 
market conditions without inequality of incidence so great as to assure 
legal challenge. 

Tax remissions on exports, if taking the form of excise taxation 
bonds, as in Hungary, of customs debentures, as in the German Ein- 
fuhrscheine, or of the proposed American export debentures, would be 
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better suited to the allotment theory because the punishments they in- 
volve are old and unrelated to the new benefits, but the possibility of 
passing out export awards so as to put the production for export in a 
position of discount is too great a refinement for straight-thinking 
judges to be able to appreciate. Even if there were a complete avoid- 
ance of special compulsory levies, it would not be acceptable to use a 
pre-existing market as a criterion for distributing benefits to producers 
on their future production. 

In short, the domestic allotment plan reverts to the view that ex- 
ports, if they are agricultural, deserve to continue penalized, as they 
have been, or even to take the odium of further disallotment. In the 
reviewer's view, all that agricultural exportables should be regarded as 
entitled to receive is an even break corresponding to that which uni- 
versal freedom of trade would allow. Black yields to the even-break 
doctrine, so far as being willing for producers of farm exportables to 
obtain a raise is concerned, but would almost compel the raise to mas- 
querade as a demotion. 

The effort to meet the political demand for a seeming non-reward 
for export production might seem to some to be worthy of the splendid 
effort Black reveals in this volume. If it were only possible without 
economic and legal inconsistency! 


CHARLES L. STEWART 
UNIVERSITY OF ILLINOIS 


New Levels in the Stock Market. By CHARLES Amos Dice. New 
York: McGraw-Hill Book Co., Inc., 1929. Pp. x+264. $2.50. 
This treatise, which was presented to the public early in September, 

1929, attempts to explain stock-market prices and activity during the 

period of rapidly and more or less consistently rising stock prices, the 

last quarter of 1923 to the third quarter of 1929. Professor Dice, in his 

Preface, presents the raison d’étre for writing the work in this manner: 
Old and tried traders and investors expected the bull market which began 

in 1923 to break, according to custom, after about two years of advance. 

But the market kept a straight course ahead for another year and for an- 

other year. What was the cause? Where was the market going next? Old 

standards were all broken and futile; old and tried traders were confused; 
there were no guides to which to turn. 

Finally it began to dawn upon the public that a new day had come in the 
market; that a marvelous reconstruction was taking place in the economic 
fundamentals of our time; and that the market was but registering the tre- 
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mendous changes that were in progress. The purpose of this book is to de- 
scribe the revolution that has come upon us unheralded and largely un- 
noticed and to state the significance of recent developments for the stock 
market and for business. 


After stating that he is primarily interested in the problems of the 
constructive investor and, therefore, in the long-time trend of the mar- 
ket, Professor Dice points out at the very beginning that “‘it is the 
thesis of this book that stocks have moved from a lower level, occupied 
from 1906 to 1923, to a relatively much higher level which will be 
permanent for some years to come. Prices will remain on a high plane.” 
He then goes on to describe the “‘stock market extraordinary” of the 
period between 1923 and 1929. For an introductory explanation of 
what happened he lists and briefly considers the “new measures”’ that 
were used in gauging the movement of stock prices during this period; 
and for comparative purposes he presents a description of the ‘“Mc- 
Kinley-Roosevelt boom” in two stages: 1897 to 1902 and 1903 to 1907. 

This is the introduction to the chapter raising the crucial question 
of the entire book: ‘Have stocks struck a new holding zone?” In this 
chapter it is stated that, for a quarter of a century preceding 1896, 
railroad stocks did not make new highs. Then for ten years the prices 
of both railroad and industrial stocks went forward, except for a severe 
downswing during 1903. Stocks struck a new level in 1906, according 
to the Dow-Jones averages, a zone between 65 and 100. Then it is 
argued that the upward swing of the market between 1923 and 1929, 
like the advance of 1903 to 1907, has in all probability carried stock 
prices to another new level. This zone, according to the Dow-Jones 
industrial stock prices, is placed between 300 and 370. 

Practically all of the rest of the book attempts to explain the estab- 
lishment of this “‘new holding zone” in terms of “‘a new world of in- 
dustry,” “a new world of distribution,” “a new world of finance,” “a 
new banking system,” “‘the day of the small investor,” “new trend of 
investments,” “a new standard of living,” and “public confidence in 
America.” In addition, a discussion is presented of interest rates and 
security prices and, also, of the relationship of brokers’ loans to stock- 
market activity. 

Since this book has been written, the Dow-Jones industrial stock 
price averages have fallen to a low in June, 1931, of approximately 
122, about 178 points below the buying-point of the “‘new holding 
zone”’; this country, according to all reliable measures, has experienced 
a contraction period in practically all respects at least as drastic as any 
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major depression witnessed since 1850; and the “new prosperity-era 
talk” has been turned intoa “‘new-era-of-depressions talk.’’ At the pres- 
ent time, therefore, it is rather difficult to agree with Professor Dice’s 
major thesis. It is much easier, too, to point out why he has erred than 
it would have been in, say, August 1929, even if one was then skeptical 
enough to doubt the presence of a “‘new era.”’ 

It is, however, worth pointing out that in his analysis Professor Dice 
failed to take full cognizance of the fact that the period 1923 to 1929 
was in a post-“inflationary” decade. To get a comparable post-“in- 
flationary” period, he might have gone back to the decade following 
the Civil War. In spite of the great differences in industrial develop- 
ment between these two periods, the available data, although very 
meager for the earlier period, indicate that the major stock and com- 
modity price movements followed similar courses. The peak of com- 
modity prices, in terms of annual averages, was reached in 1865 and in 
1920; the high point of stock prices just prior to the drastic decline in 
commodity prices was reached in 1864 (according to the Babson index), 
and in 1919 (according to Dow-Jones industrial averages). In each case 
a high in stock prices was reached a year before the drastic decline 
in commodity prices began. Then, for a period of eight to nine years, 
although there were important dissimilarities between these two pe- 
riods in the year-to-year movements of both commodity prices and 
stock prices, the trend of commodity prices was downward and the 
trend of stock prices was upward. The rise in stock prices during the 
decade following 1920 was much more pronounced than the one that 
occurred after 1864. In 1873 stock prices fell rapidly, and the New 
York Stock Exchange was closed for ten days in September of that 
year. And in 1929 stock prices fell violently and there were threats to 
close the Exchange during November of that year. In each case stock 
prices fell sharply about nine years after the “inflationary” peak in 
commodity prices was reached. 

As in the case of many lucidly written books, Professor Dice’s vol- 
ume suffers from the presence of somewhat inaccurate statements, 
inconsistencies, and rather broad and insufficiently substantiated 
generalizations. But these are insignificant in terms of the obvious 
major objectives of the work and are, therefore, not worth mention- 
ing. 

From a general-interest point of view, Professor Dice has presented 
us with a very thought-provoking book. Every serious student of 
the stock market and business should read it as an able attempt 
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to explain an extraordinary period in stock-market history. Others 
will find in it a well-ordered description of economic history from 1923 
to 1929, looked at from the point of view of one interested primarily 
in long-time trends in stock prices. 


S. H. NERLOVE 
UNIVERSITY OF CHICAGO 


Erbrecht und Nachlassbehandlung. Unter Mitwirkung von EucEen 
Writ, Cart L. Schurz, und Kart von Lewsinski. Bearbeitet 
von Dr. Cart G. GROSSMANN and OTHERS. LESKE-LOEWEN- 
FELD, Rechisverfolgung im internationalen Verkehr, Band IX, 
Das Recht der Vereinigten Staaten von Amerika, Erster Teil. 
Berlin: Carl Heymanns Verlag, 1930. Pp. 349. 

This study of intestate and testamentary law of the United States 
was originally started by Eugen Will, now German minister to Mexico, 
and, after the war, was completed by Dr. Grossmann under whose 
name the book is published; the part dealing with inheritance tax law 
is the work of Hans Krueger. It forms part of a series of German books 
on foreign law, edited by the late Dr. Leske and by Dr. Loewenfeld. 

The subjects to which the book is devoted are probably better 
adapted to a study by Continental jurists than most other branches of 
American law, for most of the law treated in the book is based on stat- 
utes which may be found and gathered somewhat more easily than 
cases. The treatise contains, first, a brief résumé of the historical de- 
velopment of the common law of descent. Following this, the author 
has carefully summarized all the statutes on intestate succession in the 
respective states. Then follows a general discussion of testamentary 
law also distinguishing between the laws of the various states, and 
going into a discussion of incidental questions, such as the jurisdiction 
of the states over real and personal property, and rules of conflicts 
concerning principles governing executors, executors de son tort, and 
the appointment and powers of executors. In addition the book con- 
tains a translation of federal and state laws applicable to inheritance 
taxation. 

The treatise, the completion of which has required the work of many 
years, is unique in its field even among American legal works. This, 
however, is probably due primarily to the fact that American lawyers 
have not felt the practical need of such a comprehensive study, because 
a general gathering of the law, such as contained in the book, can hard- 
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ly ever be detailed enough for the necessities of close analysis and, also, 
because an American lawyer who handles an actual case would prob- 
ably turn to one of the many existing valuable books on individual 
state law rather than to a general treatise. An American lawyer would 
also be afraid of relying on a book devoted primarily to statute law. 
Case law has not been entirely neglected in Dr. Grossmann’s interpre- 
tation of the statutes, though greater emphasis seems to have been 
placed on the latter. 

The German lawyer may well appreciate the compact summary of 
the law which the book offers, for it affords him rather more than a 
good introduction into American legal requirements. As long as he 
realizes clearly that it is not without danger to accept a foreigner’s 
interpretation of common law, however learned, as final, and as long 
as he is aware of the necessity to consult American lawyers in individu- 
al cases, the book will be of great advantage for his handling of legal 
business in this country. 

From the point of view of comparative law, the treatise is to be 
classified as a study devoted to description of foreign law rather than 
to analytical or historical comparison or to functional investigations 
in the law of international finance and commerce. Its comprehensive 

reatment offers, however, a useful basis for research in comparative 
law proper. The work carries out, in a laborious and remarkable way, 
the ideas on the study of foreign law and comparative law which have 
guided the important research done under the auspices of Dr. Loewen- 
feld for more than a generation. Perhaps the fact that the treatise is 
possibly the most complete realization of a certain scientific method is 
in itself, apart from other merits, a sufficient justification for the twen- 
ty years’ work spent on it, even if comparative law studies should 
ultimately resort to different methods. 
Ernst H. FEImLCHENFELD 
HarvarD Law ScHOOL - 


The Industrial Revolution in the South. By Broapus MITCHELL 
AND GEORGE S. MITCHELL. Baltimore: Johns Hopkins Press, 
1930. Pp. xiv+298. $2.75. 

This is another contribution to the flood of recent literature con- 
cerning the industrialization of the South and the recent labor dis- 
turbances there. The volume is a collection of articles written by the 
authors during the last decade. Little editorial work was done for this 
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publication, and, consequently, there is some overlapping and con- 
siderable repetition. 

In the Preface the authors frankly present themselves as “ad- 
vocates.”’ For this no apology is necessary. Broadus Mitchell is en- 
titled to a hearing because of his scholarly work in the economic history 
and interpretation of the South, and George Mitchell is similarly quali- 
fied because of his competent work in the history of textile-unionism. 

The book is divided into five parts: “The Problem” (eight selec- 
tions) ; “Recent Labor Unrest”’ (eleven selections) ; “Child Labor” (two 
selections) ; “Welfare Work”’ (one selection) ; and “The Old South and 
the New” (five selections). The first part is the most interesting and 
most important; the second part, however, is most timely because of 
popular interest in the current labor disputes in the South. Part Ii 
contains a discussion of the South’s reaction to the federal child labor 
laws and the Child Labor Amendment. Part IV contains a summary of 
the authors’ criticism of cotton-mill paternalism, and Part V is devoted 
to social theorizing and to exhortation. 

The thesis of Part I is that the present industrial revolution in the 
South is in almost all significant respects a repetition of the industrial 
revolution in New England a century ago, and of the industrial revolu- 
tion in England a century and a quarter ago; and that the same forces 
which directed the outcome of the earlier experiences will direct the 
outcome of the South’s experience. The authors exhort southerners to 
study the lessons of history and consciously to direct the events of the 
revolution in such a way as to lessen its pains. 

The argument is that the slave system yielded to a feudalistic 
psychology in post-war times. Under this influence, the southern tex- 
tile industry was born: the mill villages became modern counterparts 
of medieval manors. Beginning about 1900, and progressing rapidly 
after 1915, the feudalistic psychology gave way to a profit-seeking 
psychology; but the form of the feudalistic organization has been 
maintained. The feudalistic economy of the eighties and nineties was 
successful because of the prevalence, among both workers and em- 
ployers, of a feudalistic psychology. Feudalistic economy in 1930, how- 
ever, is failing, because the employers have adopted profit-seeking 
motives and the workers are beginning, but only beginning, to discover 
a wage-class-consciousness. This realignment, think the authors, is sure 
to continue, and with it will come an inevitable conflict with an in- 
evitable outcome. 

Part II develops these relationships as the basis of current labor 
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unrest. There is in this part a discussion of wages, hours, and other la- 
bor conditions, reference to the events of the strikes, and a discussion 
of the progress of unionism. Here the authors predict unionism as an 
inevitable outcome of the situation, and suggest changes in tactics both 
to the unions and to wise employers. 

Of particular interest to the economic historian are selections 2 to 5. 
In these sections the work of Broadus Mitchell in the history of the 
southern textile industry is summarized, and the three industrial 
revolutions are contrasted. The “loyal southerner,”’ on the other hand, 
may find selections 1 and 2, and Parts III—-V most interesting. In these 
sections the authors call more deliberately upon the leaders of southern 
thought to face the issues and to lead the South in the most logical 
paths. 

MERCER G. EvANs 
Emory UNIVERSITY 


Problems of the Pacific, 1929. Edited by J. B. Conp.irFe. Chicago: 

University of Chicago Press, 1930. Pp. xv+697. $5.00. 

This volume is a report of the proceedings of the third conference 
of the Institute of Pacific Relations, held at Kyoto and Nara, Japan, 
from October 23 to November 9, 1929. On the history and the value 
of the Institute it is unnecessary to comment. The background of the 
organization is well presented by the editor in his Preface: 

The international machinery by which nations have been dealing with 
one another since the beginning of history has been evolved on the assump- 
tion of the inevitability of war... . . From this has sprung the school of 
secret diplomacy with its inevitable code of reticence and the withholding of 
facts. This technique to be effective requires the dominance of the few; the 
acquiescence and ignorance of the many. Since 1918, however, a different 
international technique has appeared. This is born of a new vision of human 
relations, based upon the concept of the rights of the weak, international 
interdependence, the power of facts, the intelligence of the people, and their 
participation in government. The Institute of Pacific Relations has emerged 
as a part of the mechanism which the era provides for meeting its new re- 
quirements. 


In attendance at the 1929 conference there were 49 Japanese, 45 
Americans, 29 Canadians, 31 Chinese, 17 English, 11 Australians, 7 
New Zealanders, 8 Filipinos, 7 Koreans. Although the Institute is non- 
official and makes no resolutions and recommendations, its influence 
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is such that the League of Nations, the International Labor Office, and 
the governments of Russia, France, the Netherlands, East Indies, and 
Mexico dispatched observers. The conference was conducted mainly 
through four round tables with evening sessions devoted to formal 
statements to the participants as a whole. 

The report of the conference is in three parts: Part I, a summary of 
round table discussions; Part II, data papers; and Part III, appendixes. 
Lack of space precludes any attempt at analysis or criticism of the 
contents of Parts I and II. The former is made up of eight chapters 
of competently analyzed and synthesized reports of discussions on the 
following topics: “The Machine Age and Traditional Culture”’; “Food 
and Population in the Pacific’’; ““Industrialization in the Pacific Coun- 
tries”; “China’s Foreign Relations—Extra-territoriality”; “China’s 
Foreign Relations—Concessions and Settlements”; “The Financial 
Reconstruction of China”’; the “Problems of Manchuria” ; and “Diplo- 
matic Relations in the Pacific.” 

Part II contains fifteen carefully drawn-up and documented papers 
by participants in the conference. Among the topics discussed are: 
wheat-growing in Australia; China’s cotton industry; foreign trade, 
tariff autonomy and extra-territoriality in China; various aspects of 
the Manchurian question; and a chart of ‘““Treaty Provisions for Peace- 
ful Settlement among the Pacific States, Concluded before September 
I, 1929.” 

While there are occasional statements and interpretations of facts 
and conditions with which not every student will agree, there is gratify- 
ingly little evidence of propaganda, special pleading, or evasion in the 
papers and discussions. Heat was occasionally generated, but, for the 
most part, light, rather than heat, was the result. When one considers 
the extraordinarily complicated aspects of almost all the problems 
considered, it is remarkable that the proceedings should have been as 
dispassionate and objective as they were. It is scarcely necessary to 
observe that this is a volume which no student of Pacific and Far 
Eastern Problems can afford to ignore; from the point of view both of 
facts and interpretations it is of outstanding value. There are five 
maps and diagrams. The book is sturdily bound and excellently 
printed. 

HARLEY FARNSWORTH MACNAIR 
UNIVERSITY OF CHICAGO 
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Population Problem of India. By B. T. Ranapive. Edited by 
C. N. Vaxit. Calcutta: Longmans, Green & Co., Ltd., 1930. 
Pp. xviiit+216. 

“What India wants for a healthy economic life is a definite reduction 
in her population, and this can best be achieved by a resort to restric- 
tive measures for controlling births.’”’ This is Mr. Ranadive’s conclu- 
sion, to which the whole trend of his analysis and argument leads him. 
Throughout the book, which was written in 1925-27 and submitted as 
a M.A. thesis in the University of Bombay, a profound pessimism pre- 
vails. Even as regards birth control, the outlook for speedy alleviation 
of population pressure is not bright. Indian culture being what it is, 
“even to speak of birth control will be like hurling a bombshell in a 
peaceful atmosphere. .. . . Most of the people concerned will not be 
even able to comprehend its meaning, much less to understand its signi- 
ficance and practise it.’’ Long years of strenuous propaganda therefore 
lie ahead. 

In view of Indian economic conditions, and especially of the author’s 
estimate of their significance, it is not strange that he is an extreme 
Malthusian, viewing the Malthusian theory as “an immutable law of 
nature.”’ It would not be entirely unnatural should Malthus’s Essay 
become the Bible of Indian population revolution, much as Marx’s 
Capital became that of the Russian socialists. Mr. Ranadive is obvi- 
ously unfamiliar with any social theory of population, such as Marx 
presented, although since writing the book he has “lost faith in the 
existing organization of society.” A long chapter is devoted to the 
Malthusian theory. While it presents nothing new, and while at some 
points the interpretation of Malthus may be questioned, it shows un- 
derstanding of the fundamental economics involved in the theory. 
Chapters on the operation of positive checks in India, past and present, 
follow. Aside from pre-pubertal intercourse, prolonged lactation, and 
enforced widowhood, all of which play an indeterminate but probably 
appreciable réle, these checks are recurrent famines and epidemics, 
and chronic cholera and malaria. The author holds that famines and 
epidemics have been increasing in frequency and extent, but his data 
do not assuredly establish such a conclusion. 

The most significant chapters are those dealing with agriculture and 
the food supply and with industrialization as a possible solvent of the 
agrarian problem. From 1890 to date Indian agricultural output seems 
to have kept pace with the growth of population, although the people 
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are living at the margin of subsistence, and the author thinks that 
agricultural conditions are getting worse as time goes on. “With a 
population which, in spite of enormous checks, is growing; with the 
limits to extensive cultivation clearly set; with the tendency for acre- 
age under cultivation to diminish, and with a dearth of capital to meet 
the demands even of a simple type of agriculture which has been in 
vogue for many a century, the food problem of this country seems to 
be fraught with grave difficulties.”” Morcellement of the land has gone 
so far that 48 per cent of the farms are too small to support a family, 
according to the author. With a tendency toward further subdivision 
of holdings and with rising rents, India is repeating Irish history. In- 
tensification of cultivation is not to be looked for, because of lack of 
capital; and consolidation of holdings promises little, because of the 
ignorance and lack of technical and managerial capacity on the part 
of the Indian farmer. 

Finally, industrialization cannot solve the problem because the task 
is too enormous. The author calculates, by somewhat summary meth- 
ods, that the surplus agricultural population is equal to the total 
population of England and Germany. However near or far from the 
truth this may be, the author sees, somewhat incidentally, that the 
development of manufactures will not in itself increase the food supply. 

The book is a welcome addition to the previous studies of the Indian 
population problem by Narain and Wattel, but it will have to be used 
with caution. A really authoritative book on Indian population will 
not be written until some foreigner, supplementing extensive and 
critical use of Indian census data and Commission reports with travel, 
residence, and sympathetic observation in India, combines an intimate 
knowledge of statistics and Indian culture with a broad perspective. 

A. B. WoLFE 


Ouro STaTE UNIVERSITY 


Der Neue Plan als Grundlage der deutschen Wirtschaftspolitik. By 
M. J. Bonn. Miinchen: Duncker & Humblot, 1930. Pp. viii+ 
266. 


This is a valuable and interesting book, but its scope is considerably 
broader than its title would indicate. To a large extent, the writing of 
the Young Plan was not essential to the writing of the book. Thus, 
there is a discussion of German fiscal experience prior to the Hague 
conference, a critical examination of the Dawes Plan, an exposition of 
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the Young Plan including a comparison with the Dawes Plan, and 
finally a criticism of the conduct of public affairs in Germany with 
recommendations for remedying existing abuses and shortcomings. 
Such a plan of presentation necessarily involves considerable repetition. 
Quite as inevitably, the inclusion of much that is important but not di- 
rectly on the subject has led to the omission of much that is important 
and relevant. 

The Young Plan emerges from this discussion as a distinct advance 
over the Dawes Plan so far, at least, as Germany is concerned. While 
the reparations payments constitute a heavy burden for the German 
people, it would appear that it is not beyond their strength to carry. 
The author saves his sharpest criticism, in fact, for the Germans them- 
selves. Their policies on foreign borrowing, taxation, budgeting, car- 
tels, and aid to industry are repeatedly and vehemently attacked. 

The capital value of the long-term obligations into which the un- 
conditional payments are to be converted will depend upon the state 
of German credit. Upon the capital value of these obligations will de- 
pend the net return to the debtor governments from their sale to indi- 
viduals. In this way the allies are given a definite financial interest in 
the economic recovery of Germany. And thus is the strengthening of 
German credit, the basic principle of the Young Plan, assured. 

The most important result of the Young Plan is declared to be the 
elimination of the economic and financial controls which restore to 
Germany the rights of a sovereign state and, perhaps more important 
still, a sense of responsibility. Any inclination to invite catastrophe in 
the hope that a transfer crisis might, at least in part, shift to the allies 
the penalty for bad financial methods—overexpansion of borrowing 
and the like—largely disappears under the Young Plan. Instead, it 
becomes to the interest of Germany to avoid a moratorium. The trans- 
fer to the Germans of the responsibility for initiating a moratorium 
“shows more clearly than anything else the changed character of the 
Young Plan as contrasted with the Dawes Plan” (p. 99). By making 
individuals rather than governments creditors for a considerable por- 
tion of reparation payments, and by the transfer of many of the tech- 
nical details to the Bank of International Settlements, the reparations 
problem has very largely been shorn of its political character. This 
will increase the feeling of security against a repetition of such experi- 
ences as followed the occupation of the Ruhr. 

The heart of Germany’s economic policy is her financial policy, and 
the key to the financial policy is the loan policy. For the solution of 
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Germany’s economic problems Professor Bonn proposes that thorough- 
ly trained economists should be placed in control of loans, should regu- 
late cartels and determine the extent of aid to industries, and should 
reform taxation and help develop exports. Flattering as this is to the 
economists, even they may find these proposals somewhat naive; but 
whatever policy is followed the author’s penetrating criticism should 
prove of high value. 
CHARLES R,. WHITTLESEY 
PRINCETON UNIVERSITY 


Special Assessment Procedure. By ARTHUR ROWLAND BURNSTAN. 
“Special Reports of the New York State Tax Commission,” 
No. 1, 1929. Pp. 265. 

The New York State Tax Commission, through its co-operation 
with universities in obtaining scientific assistance in the direction of 
research by specialists in the field of public finance, has pointed the 
way for the tax commissions of other states to secure more accurate 
information underlying definite tax problems. During the year 1928 
four fellowships were created by the Tax Commission at four different 
universities, and the report of Dr. Burnstan is the first under this new 
arrangement. 

The New York State Tax Commission desired information leading 
to a more equitable special assessment procedure in that state. It was 
therefore not the purpose of this report to analyze critically the eco- 
nomic principles, the statistical data available, or the legal complica- 
tions involved; and the report should not be criticized for these omis- 
sions, A clear-cut presentation of the legal provisions for special assess- 
ment procedure in New York, and a comparative study showing the 
possibilities for improvement of present procedure, constitute the 
substance of this report. 

The largest single part of the report consists in the compilation of 
the provisions of various city charters, and a careful reading indicates 
how each city has been permitted largely to pursue its own course 
until by accretion and modification of provisions a wide variety of 
special assessment procedures has developed. The conclusion may be 
drawn that New York State is in sad need of a uniform special assess- 
ment law. Many states do have inclusive local improvement laws. 
The cities in Illinois, for example, have been operating under the spe- 
cial assessment procedure prescribed by the Local Improvement Act of 
1897. States that have substantially the same local improvement act 
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as Illinois have established widely different practices because of the 
varying strict or liberal interpretations given those acts by the differ- 
ent state courts. In view of Dr. Burnstan’s study, what appears nec- 
essary is a model special assessment law, resembling in purpose and 
scope the model tax law accepted by the National Tax Association. 

At a time when there is urgent need for the study of special assess- 
ment procedure and practice, one is indeed reluctant to review adverse- 
ly the attempts now being made to analyse current practice. Although 
the text forms only one-third of the report, three defects may be noted. 
In the first place, through the adoption of the point of view of the legis- 
lator rather than that of the administrator the report contains little 
substantial assistance to those charged with the duty of apportioning 
or spreading the assessment for particular improvements. It is the 
problems of apportionment that constitute the essence of administra- 
tive difficulties, and the norms, rules, formulas, and tables used in 
various cities deserve analysis as a substantial part of special assess- 
ment procedure. In the second place, the author is inclined to believe 
that the special assessment will decline in fiscal significance as the cities 
complete their programs of development and reconstruction. On the 
other hand, there are many types of improvements for which the spe- 
cial assessment may be used, and since the city planner expects to rely 
upon this source of revenue to carry out his proposals for reform, it is 
doubtful if this revenue is decreasing in significance. Third, special 
assessment financing, and the use of the special assessment bond, 
which complicate greatly the development of special assessment pro- 
cedure, merit more careful and extended consideration because of the 
extension of instalment payments in public financing. Although, of 
course, not every aspect of assessment procedure could be covered in 
this report, it is to be hoped that the New York State Tax Commission 
will find it possible to investigate the problems peculiar to particular 
kinds of local improvements. 

The chief merits of this report lie in the emphasis upon advance 
study of the improvement project, the excellent compilation showing 
the wide variety of procedures now used in the state, and the analysis 
of the notices and hearings in special assessment procedure. The report 
shows clearly the impress of Professor Seligman and Dr. Cornick, and 
the reader may rest assured that under their direction studies of this 
type will in the long run have a beneficial effect on legislation and 
public opinion, not only in New York but in other states as well. 


E. H. Hanne 
NORTHWESTERN UNIVERSITY 
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State and Local Taxation of Property. By the NATIONAL Inpus- 
TRIAL CONFERENCE Boarp, Inc. New York: National Indus- 
trial Conference Board, Inc., 1930. Pp. xii+245. $2.50. 

The volume consists of 91 pages of textual matter and 145 pages of 
tables and maps, plus the usual accessories except a bibliography and 
an index. The condensed textual matter is grouped under the headings 
of “Introduction,” “The Present Status of Property Taxation,” “As- 
sessment of Property,” “Review and Equalization of Assessments,” 
“Collection,” and “Central Administration and Supervision.” In 
twenty-three tables and five maps, occupying more than two-thirds of 
the space, one finds such data as ordinarily appear in the Census pub- 
lications, particularly the “Digest of State Laws Relating to Revenue 
and Taxation,” reduced to tabular form by means of an elaborate sys- 
tem of symbols and notation. The layman will hardly appreciate the 
burden of the task of reducing the multitudinous details in the forty- 
eight state systems to a uniform pattern. The student whose interest 
centers in property taxation will appreciate the effort. 

But the tabular method, though conserving the author’s space and 
the reader’s time, is not free from objections, as the author carefully 
has pointed out. No matter how detailed the tabulation, misrepre- 
sentations are unavoidable, since qualifications cannot be fully stated. 
Court interpretations vary among the states and cannot readily be 
tabulated. For these limitations any intelligent reader of tabulated 
material will make allowances. Unfortunately the tables under review 
are marred by errors not inherent in the tabular form. The reviewer 
has not ventured upon the well-nigh interminable task of checking the 
multitudinous details of the tables, but certain errors are conspicuous. 
Kansas is reported (p. 232) to have the Public Service Commission, 
when, in fact, that body was unscrambled and a regular tax commission 
created in 1929. The constitutional, ex officio state board of equaliza- 
tion of Colorado is not reported, and the tax commission is said to 
equalize assessments (p. 192), while, in fact, it can merely recommend 
changes in the roll; and there is no indication of the fact that the mem- 
bers of the commission serve under civil service rules. Colorado bank 
stock and “competing moneyed capital” are not exempt as stated 
(p. 136); and the interest rate on delinquent taxes is not 10 per cent, as 
stated (p. 218). Surely the data for other states contain fewer errors 
than those for Colorado. Throughout the tables there are numerous 
blank positions which leave the reader in doubt as to their meaning. 

The textual matter contributes little of value for the advanced stu- 
dent, and its very condensed character makes it difficult reading for the 
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uninitiated. There is no historical background against which to ex- 
plain and interpret present property tax laws and practices. It was not 
intended to contribute or even to apply any theory or principles of 
property taxation. There is no statistical, and very little other, evi- 
dence to show the flaws and merits of the present property taxes and 
their administration. Such appraisal as there is of the property taxes 
in relation to the respective state tax systems is inadequate. The ab- 
sence of a bibliography and an index and the very scant, and apparent- 
ly arbitrarily selected, citations of sources will limit the usefulness of 
the volume. Yet for those who require a survey of the details of the 
several state property-tax systems, the volume should be serviceable 
and, in the main, reliable. There is, in fact, no substitute. 


UNIVERSITY OF CHICAGO Jens P. JENSEN 


Stale Income Taxes. By NATIONAL INDUSTRIAL CONFERENCE 
Boarp, Inc. Volume I, Historical Development, pp. xiiit+121, 
$2.00; Volume II, Analysis of Income Taxes in State Fiscal 
Systems, pp. xiv+ 214, $2.50. New York, 1930. 

This study was prepared as one of a series, the general object of 
which is an examination of the available methods of reaching the newer 
sources of wealth, with a view to providing needed public funds without 
burdening further the owners of real property. Volume I purports to 
narrate the essential features of the experiences of the several states in 
the development of income taxes. Aside from supplying the bare his- 
torical facts, and certain summary data relative to the yield of income 
taxes, this rather ambitious undertaking is not particularly well done, 
as, indeed, it could not be within the space assigned to it. The history 
of taxes on incomes—personal, corporate, or both—in twenty different 
states, together with the background of motives and influences leading 
to the introduction of this tax in each case, is presented in 121 pages. 
Needless to say, the treatment is too sketchy in most instances to be 
particularly informing. 

The second volume is “devoted to an analysis of the principal fea- 
tures of income taxation as it is found today in the several states”’ 
(p. 5). The principal service which this volume renders is in the com- 
parisons which are made of different provisions in the several state 
laws. These comparisons were made to illustrate the discussion of the 
principles and the underlying philosophy of income taxation, and in 
this sense the treatment is analytical; but in the more fundamental 
sense it hardly attains this plane. The handling of the deeper aspects 
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of income taxation is quite unsatisfactory—in fact, it is often quite 
amateurish. It may fairly be rated as a good doctoral dissertation on 
this subject. So much has already been written on the general and 
superficial aspects of income taxation that it is a distinct disappoint- 
ment to find another book which is confined so largely to statements of 
facts already well known. H.L. Lurz 


PRINCETON UNIVERSITY 


Industrial and Commercial Ohio, Vol. I, II. By SpuRGEON BELL 
and Rapa J. Watkins. Columbus: Bureau of Business Re- 
search, Ohio State University, 1928. Pp. lxxxi+884. $7.50. 

In these volumes are salvaged, for years 1914 to 1927, records of the 
Division of Labor Statistics of the Department of Industrial Relations 
of Ohio. These data are carefully presented in tables, many of which 
record percentage changes as well as data in original units. The tables 
are accompanied by maps and graphs and are interpreted in short dis- 
cussions which summarize and emphasize tendencies and comparisons. 

The data find their origin prior to 1924 in Ohio concerns employing 
five or more persons, and beginning with 1924 with those employing 
three or more persons, in accordance with the requirements of the 
Workmen’s Compensation Law. Excluded from the operation of this 
law are governmental institutions and agencies and interstate rail- 
roads. These sources have yielded extensive information covering dis- 
tribution of industries and trade, and employment and pay-roll fluctua- 
tions. In the two volumes the authors have included all fields of busi- 
ness activity for which a total pay-roll of five million dollars or more 
was reported for 1925. 

In Volume I are included general basic data regarding the industrial 
development and the activity of non-manufacturing industries, while 
Volume II reports distribution and fluctuations of manufacturing in- 
dustries and records changes in employment. The limitations of the 
data, particularly with reference to county compilations, are discussed 
in the appendixes. A special chapter upon ““The Natural Resources of 
Ohio” was contributed by Professor Charles C. Huntington, of the 
Ohio State University Department of Geography. 

These volumes provide a convenient and valuable compilation of 
source material, made more readily assimilable by the many charts of 
original data and index numbers. Moreover, for the years in which 
these records were not published by the state department, they are 
made available for general use for the first time. 


UnIvERSITY oF CHICAGO 


Joun H. Cover 
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